


PUBLIC UTILITIES 
a FORTNIGHTLY 


er a 


Public 





Volume 53 No. 8 B fs April 15, 1954 


THE ADJUSTMENT CLAUSE, AN AID 
TO RATE REGULATION 


By Orrin S. Vogel 
« » 
How the AT&T Finances Billion- 


Dollar Programs 
By J. Louis Donnelly 


< > 
New Light on an Old Subject 
By David E. Goggin 


« » 


Urban Transit Control and Financing Trends 








BODEL 804 
Berece 
Tiltwete 
ots 








-.- THE NEW 
MIXES ALL THE HOT PATCH YOU NEED, 
ANY TIME, ANYWHERE, ANY WEATHER 


Now, the new Barber-Greene Mixall gives you the opportunity to offer high quality 
bituminous paving for driveways, sidewalks, service stations, industrial plants, 
parking lots... and other “black top” jobs at new low costs. 


The Mixall, a completely new, compact and portable small-job maintenance and 
paving mixer, will produce up to 5 t.p.h. of any type hot mix... up to 10 t.p.h. of 
cold mix ... will produce low slump Portland cement mixes. Built to be towed 
behind the aggregate truck for on-the-spot mixing, the Mixall is just as well suited 
for central plant or stock pile operation. The Mixall can work in any weather... 
even drying frozen aggregates. 


Think of what you could do with the new B-G Mixall in your territory. Then see 
the Mixall at your first opportunity . . . or write for full information. 


THE ONLY SMALL JOB MAINTENANCE MIXER WITH... 


@ ROTARY DRUM DRYING: The same @ POWER SKIP HOIST: Only 14” high 
principle used in largest B-G Con- for easy charging. 
tinuous Dryers. 

@ TWIN SHAFT HEATED PUGMILL: HIGH DISCHARGE: Can discharge 
“Kneading"’ action assures even directly into place, into wheelbar- 
coating of every aggregate particle. rows or gas buggies. 
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75 years of 


ASTORIA STATION 
GOES ON THE LINE 


It is unlikely that Thomas A. Edison, genius that he was, 
ever envisaged 180-megawatt production from a single 
electric generating unit. 


Yet today that is an accomplished fact in such outstanding 
ee plants as the new Astoria Station of Consolidated Edison 
Thomas Edison's Pearl Street Company, where the second B&W boiler to serve a 
ee. 180-megawatt unit went on the line last month. 


Now we are celebrating Light’s Diamond Jubilee, and 
reminding all Americans of the electrical progress that has been so helpful to everyone 
in the short 75 years since Edison’s Menlo Park experiments produced the first prac- 
tical incandescent electric light. 


The public relations value of the Diamond Jubilee celebration is important, of course 
—and proper, too. But we at B&W believe that the electric power industry has good 
reason to celebrate the Diamond Jubilee for the sheer exuberance of looking back 
fondly and enthusiastically upon a great job well done—and of looking forward to a 
future that is limitless. 


In only 75 years the lights that first glowed in Edison’s Menlo Park Machine Shop 
have been multiplied by tens of millions across this country and the world. This could 
only have been accomplished by an industry so technically proficient and so dedicated 
to its public trust that each challenge has been met in turn, and each victory marked 
down as a foundation on which to build further. 


Having supplied Edison with his boilers for Menlo Park, and a few years later for his 
Pearl Street Station, we at B&W are proud of our own continuing technical contribu- 
tions such as Cyclone Furnaces, Pressure Firing, Cyclone Steam Separators, Coal Pul- 
verizers and Divided Furnaces, that have helped the utilities produce more power for 
more people at lower cost than power pioneers ever dreamed of. 


We may well pause to reflect on Menlo Park and Astoria Station—each a significant 
date in power generation, a significance made greater by the fact that each points in 
the same direction—to an expanding future. 
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One of two Pressure-Fired B&W Boilers installed at 
Astoria. This dry-bottom, Radiant Reheat Type unit 
incorporating B&W Divided-Furnace construction, has 
a design pressure of 2050 psi. Superheater outlet 
pressure and temperature are 1850 psi and 1000 F, 
with reheat to 1000 F. Designed steam output ranges 
between 1,200,000 and 1,370,000 Ib per hr, depending 
upon type of fuel. 


Astoria Generating Station of Consolidated Edison Co. 
which will ultimately have a generating capacity of 
wo Fm ge about 1,000,000 kw. 
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nate has long been one of the 
hallmarks of public utility regulation 
in the United States. Some students of 
the subject have even suggested that flexi- 
bility is responsible to a large extent for 
the success of public utility regulation in 
riding out the various economic storms 
and changing times through which our 
nation has passed. 


CERTAINLY the U. S. Supreme Court 
has tried to make it clear in repeated deci- 
sions, that no one approach and no single 
formula has ever been found to embrace 
all of the requirements of equity and rea- 
sonableness and other ingredients of effec- 
tive rate regulation, so as to be entitled 
to a conclusive presumption at all times 
and under all circumstances. 


Tuis does not mean that formulas are 
not useful or trustworthy under qualified 
circumstances with respect to their rea- 
sonable application. To distrust all formu- 
las would be to go to the other extreme 
and impose a terrific burden of respon- 
sibility on the regulatory commissions for 
each and every rate case. It would virtually 
destroy the value of precedent and lessons 
learned from practical experience. The 
golden mean would seem to suggest that 
formulas are useful tools for those who 
know how to apply them, and supervise 


. LOUIS DONNELLY 


ORRIN S. VOGEL 


their effective operation in the interest of 
fairness and justice. 


In the battle of ideas, the question of 
utilizing the adjustment clause to cope 
with fluctuations in operating expenses has 
been worthy of thoughtful research and 
discussion. Recently we published an 
article suggesting that such clauses, wheth- 
er used for fuel or extended to other 
operating expense items, could be carried 
too far, that they could undermine if not 
defeat responsible regulation through 
abuse in the form of indiscriminate ap- 
plication. 


ADMITTEDLY, the responsibility for fix- 
ing a reasonable rate is primarily a job 
for the regulatory commission under the 
law of most states. It is not a job to be 
delegated or deputized or surrendered to 
automatic operations. In theory at least, 
every rate authorized by a regulatory com- 
mission must bear the imprimatur of that 
commission’s judgment as to reasonable- 
ness and fairness under the controlling 
statute. 


I N this issue we present another thought- 

ful discussion looking in the other 
direction. It approaches the adjustment or 
escape clause as a positive aid to regula- 
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BLAW-KNOX Suspension Towers on single-circuit 220 KV transmission line of Pennsylvania Water & Power Company 


ngineered to the job by Blaw-Knox in cooperation with utility engineers 


0 keep up-to-date on new trends in transmission 
ystems . . . especially the factors that influence 
ower requirements . . . our engineers are always 
yorking closely with utility transmission engineers 
In specific projects. 

In one instance, the trend toward different com- 
inations of lighter wire loads resulted in lighter and 
hore economical Blaw-Knox suspension tower design 
nd construction . . . plus savings in erection costs. 


How we can assist you will naturally depend upon 
our specific needs. But always available to you and 
our consultants are the technical know-how and 
actical field experience of our engineers, acquired 


over a period of some forty years in designing and 
building towers. Plus modern fabrication facilities 
and large plant capacity. All of which is your assur- 
ance of... 

* engineered towers of sturdy construction—custom-built 

to your requirements 

¢ high quality fabrication—for easy erection in the field 
Let us know your requirements. After we’ve studied 
them, we'll be glad to submit a quotation. 


BLAW-KNOX COMPANY 
BLAW-KNOX EQUIPMENT DIVISION « TOWER DEPARTMENT 
PITTSBURGH 38, PENNSYLVANIA 


TRANSMISSION TOWERS 


Steel transmission towers, custom-built for each installation . .. and antenna towers—guyed 
and self-supporting types—for AM * FM * TV * microwave * communications * radar 





PAGES WITH THE EDITORS (Continued) 


tion. Since the last prewar year of 1940, 
the cost of living has been doubled through 
a steadily rising price trend. But during 
that same period the cost of fuel oil used 
by some utilities has fluctuated greatly, 
reaching at times a level almost triple the 
prewar low price. The leading article in 
this issue is based on a study of such util- 
ity expense fluctuation and the use of 
various types of escalator clauses to ad- 
just utility rates. 


OrrIN S. VOGEL, author of this article 
on the adjustment clause, is an official of 
the Florida Power Corporation, in charge 
of that utility’s rate case preparation. He 
is a graduate engineer (EE, Rensselaer 
Polytechnic Institute) who has also taken 
postgraduate work (Georgia Tech) in 
accounting, public administration, eco- 
nomics, and banking. His professional 
background has been in both the regula- 
tory and operating utility fields. He started 
out as a valuation engineer in New York 
city and was later employed as a consult- 
ant by the Georgia Power Company, re- 
porting on gas, electric, and transit prop- 
erties. In 1937, he joined the staff of the 
Georgia Public Service Commission, head- 
ing its division of valuation and rates 
until June, 1947, when he was placed in 
charge of the rate department of the 
Florida Power Corporation. 


* * Ox 


ee the end of World War II, the 
American Telephone and Telegraph 
Company has been engaged in a series of 
record-breaking security issues, forming 
part of a $10 billion program for financ- 
ing plant to meet the unprecedented de- 
mand by the people of the United States 
for telephone service. The problem of dis- 
tributing these tremendous issues has 
challenged all the “know-how” and re- 
sourcefulness of the Bell system experts. 


BEGINNING on page 474, J. Louis 
DonneELLy, of the editorial staff of the 
New York Journal of Commerce, describes 
the steps taken to cope with financial 
operations of this magnitude. He tells 
how and why they go off so smoothly that 
AT&T has been able to sell to its share- 
holders and investors more than $2.6 
billion worth of convertible debentures 


DAVID E. GOGGIN 


during the postwar period. This is an 
article which will interest all financial 
men, as well as those connected with utility 
companies having large financial opera- 
tions pending or in prospect. 


* * * * 


H*s the federal government actually 
discovered a way to make and serve 
electricity to the public cheaper or more 
efficiently than a privately owned utility’ 
This is an old subject but it is approached 
in a new and objective way by Davin E. 
GocGIN, rates and research assistant of 
the Wisconsin Public Service Corpora- 
tion, in his article “New Light on an Old 
Subject,” beginning on page 479. 


Born in Milwaukee in 1905, Mr. 
GocGIN started out as a Western Union 
messenger boy to supplement his educa- 
tion, which was eventually extended to 
accounting and economic courses at Mar- 
quette University and the University of 
Wisconsin Extension Division. He joined 
the Wisconsin Public Service Corporation 
in 1923 as an accountant, became a statis- 
tician in 1929, and a rates and research 
assistant in 1944. He has been active in 
the Wisconsin Utilities Association and a 
close follower of the public versus private 
power controversy. 


THE next number of this magazine will 


be out April 29th. 


Dh Galitiaes 
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How to choose the electronic system 
that fits your needs exactly! 


HLook at the price tag on any large-scale electronic- 
tcomputing system and you instinctively ask: 

§ Which of the available systems is best for my work 
|... how soon will it pay for itself . . . shall I buy out- 
right, or simply utilize a computing center? 

} Because such questions can only be answered by you 
and your staff, we suggest this practical, two-phased 
Sapproach: 

1) Test the System on an actual job. Let the Univac 
g the E.R.A. System solve one of your data-processing 
problems on a service-fee basis. If you like the way the 








For Scientific applications . . 


Electronic Computer Department, Room 1427, 315 Fourth Ave., N.Y. 10, N.Y. 


system works, and the time and money it saves, then... 

2) Investigate electronic methods. Send select groups 
of key men to our informative training courses in elec- 
tronic-computer systems and methods. The courses are 
conducted by experienced computer-application engi- 
neers... cover commercial and scientific data- 
processing . . . include both Remington Rand and 
competitive electronic systems and methods. 

We invite you to measure the exact value of elec- 
tronic systems through the services of our organization. 
For details write us on your business letterhead. 


The E.R.A. 1101 System 





. E.R.A. Electronic-Computing Systems 


Memington. Fkand 





Coming IN THE NEXT ISSUE 


* 


NIAGARA SHOULD BE DEVELOPED THROUGH PRIVATE ENTERPRISE 


Last July, before the Senate Public Works Committee, New York's Governor Dewey, 
among others, made several points in support of the construction of Niagara hydro- 
electric development by the state of New York. The governor was opposing construc- 
tion by five privately owned electric utilities in that state, as provided in the Cape- 
hart-Martin-Miller Bill. In this article, Senator Homer E. Capehart (Republican, Indi- 
ana) has made a careful refutation of the Dewey thesis, going back over the political 
history of state policy and statutory development with respect, not only to Niagara 
but to the project with which it is so frequently confused, the St. Lawrence hydro- 
electric development. 


TRAFFIC CRISIS—IS SUBSIDIZED PARKING THE ANSWER? 


The parking problem and the closely related transit crisis seem to be getting about 
as much concerted study these days as juvenile delinquency, cancer, and other major 
target ills of the present-day population of the United States. City after city is com- 
piling or studying master plans projecting their traffic problems as far in. the future 
as a quarter of a century. George W. Keith, professional writer of Cincinnati, Ohio, 
has made a survey of enlightened opinion, turning on the basic inquiry as to whether 
subsidized parking could be an answer to the traffic crisis. 


BUT YOU CAN'T SELL KILOWATTS ON GLAMOR 


Electricity as metered is poor merchandise. What you have to sell is something for 
using it—appliances. To do that, you have to go away back where people are dream- 
ing of homes, as they do in Los Angeles. James H. Collins, California writer of busi- 
ness articles, has been checking up on an interesting pattern developed by the home 
lighting committee of the Pacific Coast Electrical Association. What is average 
usage of electricity in the modern day and age in up-to-date new homes and with 
due regard for other residential living features? It would appear from this analysis 
that the model house has just about everything utility experts can think of for electric 
consumption. 


* 


Al SO .... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 





OTHER INDUSTRY 


(capital turnover several times 





PUBLIC UTILITY INDUSTRY 


a year) (capital turnover once in several years) 


Low return on high capital investment leaves 
little margin for error. That’s why swift, accu- 
rate, economical analyses of your billing are 
imperative to maintain revenues at the max- 
imum level. 


You can be absolutely sure of getting all 
three when R&S prepares your monthly billing 
analyses. We have the staff and special ma- 
chines of our own invention that will turn out 
the work in half the time and at half the cost 


of preparation by your own personnel. 


Rate engineers of utility companies all over 
the country who use R&S analyses know how 
invaluable they are in securing favorable de- 
cisions in rate cases, because Public Service 
Commissions know and respect the thorough- 
ness of R&S analyses. 


Write, or call R&S today — there is no 
charge for consultation or estimates! 





RECORDING & STATISTICAL CORPORATION 


“Bring your figures up to date— bring them to R & S” 


100 Sixth 


Avenue * New York 13, N.Y. 
WOrth 6-2700 





C4aoubeble CEerke 


never was in the world two opinions alike.” 


THEODORE KREPS 
Economist, Stanford University. 


RoBerRT E. LEE 
Member, Federal Communications 
Commission. 


WILLIAM RANDOLPH HEARST 
Late publisher. 


ALLAN SHIVERS 
Governor of Texas. 


HERBERT HOOVER 
Former President of the 
United States. 


BENJAMIN F. FAIRLEss 
Chairman of the board, United 
States Steel Corporation. 


ELEANOR ROOSEVELT 
Columnist. 


RoBert L. MINCKLER 
President, General Petroleum 
Corporation. 


Henry Forp II 
President, Ford Motor 
Company. 


DuNLAP D. SMALLEY 
President, Pacific Coast 
Electrical Association. 


Perry M. SHOEMAKER 
President, Lackawanna 
Railroad. 


—-MONTAIGNE 





““Well-advertised recessions rarely happen.” 


¥ 


“I believe I am one of the strongest free enterprise 
men on the commission.” 


> 


“The fundamental principle of democracy is that the 
people to govern wisely and well must know the truth.” 


> 
“One of the fundamental precepts of constitutional 
government is the citizen’s responsibility for its preser- 
vation.” 
e 
“The combustible materials are not hereabouts [to- 


day] to construct another conflagration like that of the 
decade of the thirties.” 


> 


“The government alone can neither create prosperity 
nor overcome depression. Only the American people 
themselves can do that.” 


° 


“What frightens me is that we might get to the point 
where we accept the same type of control accepted by 
people in these (Iron Curtain) countries.” 


¥ 


“More and more, business operations are judged by 
the importance of their social obligations and by the 
way in which those social obligations are met.” 


° 


“Let’s not make a fetish of security, whether in our 
private, national, or international lives. It doesn’t be- 
come a man; and certainly doesn’t become a great 


nation.” 
ee 


‘“. . just as surely as a business will fail if it does 
not remain aggressive—we will lose the gains of last 
November if we do not keep practicing what we were 
preaching a year ago.” 


> 


“There exists in this country a tremendous backlog 
of need for new and additional facilities as well as for 
services, which, in my opinion, will strengthen and ex- 
pand our economy. I believe therefore that there is 
every reason to view with encouragement the future 
prospects for business.” 





How Ehbasco helps 


the electric power industry 

















N 


“ “ ...SYSTEM PLANNING 
~ @N A LONG-RANGE BASIS 


Through a knowledge of electric utility operations 
gained from almost 50 years of experience with power 
systems of all sizes all over the world, Ebasco offers 
a long-range system planning service designed to meet 
the specific needs of individual companies or groups of 
companies anywhere. 


Ebasco specialists will help you find economic answers 
to both the engineering and service problems involved 
in the planning of utility system additions or improve- 
ments. Your present system is analyzed—your markets, 
load growth, and service requirements evaluated in light 
of present and future needs. These specialists help deter- 
mine what new generating, transmission and distribu- 
tion facilities are required—where and when to build 
them. All factors are taken into consideration to assure 
an adequate power supply, good service and optimum, 
over-all economy. 


Our booklet —‘‘The Inside Story of Outside Help’? —describes 
Ebasco services and how they may be of use to you. For a copy, 
write or phone Ebasco Services, Incorporated, Dept. W, 
Rector Street, New York 6, N. Y. 





NEW YORK + CHICAGO + WASHINGTON, D. C. 


Appraisal * Budget ¢ Business Studies 

ett ; eae Consulting Engineering * Design & Con- 
struction ¢ Financial ¢ Industrial Rela- 

tions * Inspection & Expediting ¢ Insur- 

EDA: LY ai” : ance, Pensions & Safety ° Purchasing 
Rates & Pricing * Research ° Sales & 

Py ig Public Relations e Space Planning 

™Ss consut* Systems & Methods ¢* Tax ° Traffic 





REMARKABLE REMARKS—( Continued) 


WALKER L. CISLER 
President, The Detroit Edison 
Company. 


PALMER Hoyt 
Editor and publisher, 
The Denver Post. 


P. NICHOLS 
Treasurer, Atlantic Coast 
Line Railroad. 


Ezra Tart BENSON 
Secretary of Agriculture. 


FRANK CHODOROV 
Associate editor, Human Events. 


Excerpt from 
The Guaranty Survey, published by 
Guaranty Trust Company of New 
York. 


M. S. RuKEYSER 
Columnist. 


J. WiLLt1aAM FULBRIGHT 
U.S. Senator from Arkansas. 


“We do not expect that commercially practical plants 
utilizing nuclear fuel will come into being in 1954 or 
1955, but we should make definite, important advances 
in that time.” 

* 


“A lot of important people are wasting a lot of breath 
and causing a lot of heartaches by insisting that we are 
going to have a depression. Talk of depression seems 
to me to be antisocial, foolish, and shortsighted.” 


> 


“One of the most serious obstructions to efficient 
management of the railways is the restriction in the 
pricing of their product—transportation. The flexibility 
that is needed to meet changing conditions is entirely 
lacking.” 

e 


“I should like to see more industries shoulder their 
responsibilities by engaging in aggressive programs of 
research . . . before asking government to find an an- 
swer I shouild like to see industry develop the habit of 
seeking its own answer.” 


* 


“Nationalism is a necessary condition of freedom. 
This is particularly so in the case of the United States. 
In our tradition the concept of freedom rests on the meta- 
physical concept of natural rights ; we hold that freedom 
is inherent in the individual by grace of God. In the 
traditions of all other countries the contrary view is 


held, that freedom consists of grants from the ruling 
power.” 


> 


“A normal business decline is the concern of business, 
not of government. A weakening of demand is a sign of 
maladjustments, and the struggle to regain lost markets 
is the driving force by which the maladjustments are 
corrected. Only the buyers and sellers of goods and serv- 
ices can exert this force. ‘Reflation’ from without is no 
substitute for readjustment from within. Instead of cor- 
recting the maladjustments, it tends to perpetuate and 
aggravate them.” 

* 


“It is sheer common sense that even in a country with 
a marked growth factor it is occasionally necessary to 
take one step backward before taking two steps forward. 
Even in dynamic America we don’t always look for 
records each month. By eliminating the excrescenses of 
inflation, and the ever-growing federal budgetary deficits, 
we lay a foundation for a continuous growth and pros- 
perity based on technological improvements and an in- 
crement in population.” 


a 


“The ‘founding fathers’ [were] free of that swinish 
blight so common in our time—the blight of anti-intel- 
lectualism. This blight, hitherto alien to our democracy, 
was endemic in fascist Italy and Germany as it is endemic 
today in Soviet Russia. [The founding fathers] had an 
immense contempt for the debater who descended to the 
low level of personalities. [They] detested the use of 
slogans and epithets, for their use is the last refuge of 
the mentally insecure and the intellectually bankrupt.” 
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SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


8 
Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. . 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 

The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 


SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff are at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 
BRANCHES: DAVENPORT, IOWA © HOUSTON, TEXAS 
LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 
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LAN 
AUTOMATIC <> ELECTRIL 


® 


A complete line of communication 
equipment for the power industry: 


P-A-X Business Telephone Systems 


Lenkurt Carrier Telephone 
and Telegraph Systems 


Lenkurt Microwave Radio 
Communications Equipment 
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A.. you getting all the economies, all 


the operating efficiency, that modern 
communication facilities can give you? 


Just ask your communications superin- 
tendent! 


Ask him about P-A-X Business Tele- 
phone Systems—the modern automatic 
telephone systems now owned and used 
by. 70 of the leading power companies in 
the country. Ask him about “carrier” 
and about “microwave” radio—the eco- 
nomical ways to extend communication 
channels where you need them, when 
you need them, without costly wire-line 
construction. . . . Ask him to tell you 
about Automatic Electric Company. 


Communications men throughout the 
power industry know Automatic Electric 
as the makers of P-A-X Business Tele- 
phone Systems. With P-A-X, many power 
companies are discovering efficiency un- 
imagined befare—simply by separating 
their load of “inside” telephone calls 
from their volume of outside calls—by 
handling all “internal” communication 
over a separate system of P-A-X auto- 
matic telephones! And when P-A-X Sys- 


tems are connected by microwave and 
carrier channels to link stations along 
the line, these same efficiencies are in- 
creased many times! 


Originator of the automatic dial tele- 
phone system, Automatic Electric has a 
background of sixty years’ experience in 
communication. Here is an organization 
of communication specialists, ready to 
work with your organization—to make 
communication work for you, as it is 
doing for many others! 


Your communications officials probably 
know the Automatic Electric representa- 
tive; or just call us at HAymarket 
1-4300 in Chicago. 


Widespread 
operations of a 
leading oil company 
are knit together 

by a P-A-X 
Business Telephone 
System. Write for 
your copy of the 
illustrated 12-page 
result story. 


sp ELECTRIC 
AUTOMATIC ELECTRIC 


Makers of Telephone, Signaling and Communication Apparatus . . . Electrical Engineers, Designers and Consultants 


Distributors in U.S. and Possessions: 
Automatic Electric Sales Corporation . . . 1033 West Van Buren Street, Chicago 7, U.S.A. 
In Canada: Automatic Electric Sales (Canada) Limited, 26 Hollinger Road, Toronto 13, Ontario 
Export Distributors: International Automatic Electric Corporation, Chicago 
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You may find 


a fresh approach ... 


Tackling utility company problems daily . . . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 
investor relations which may be of help to you. 








A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET + NEW YORK 15,N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


WittraM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cutips, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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ou don’t have to be armed to the teeth to avoid 
mmunications trouble. Not when your communi- 
tions are supplied by the Bell System. 


planned program of preventive maintenance is an 
portant part of Bell System service. Its purpose is 
prevent interruptions in service. 


h the laboratory, technicians are continually develop- 
g new and more efficient equipment. In the field, 
ong Lines plant and commercial experts frequently 
sit critical points of your communications system 
b observe conditions and to improve operations. 








Alternate routings are an integral part of planning by 
telephone engineers to protect your service. 


The entire program is backed by the Bell System’s 
78 years of communications experience. 


We supply public utilities with reliable private-line 
telephone, mobile telephone and teletypewriter service, 
and channels for remote metering and supervisory 
control. 


Your Bell Telephone Company will be glad to study your 


communications problems and needs. 





TELETYPEWRITER MOBILE TELEPHONE 


BELL TELEPHONE 
METERING CHANNELS SYSTEM 














Announcing... 
the first book of its kind 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 
preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 
actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 
cooperation of selected experts, to complete this treatise. 
The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 
Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


® simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


® aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case Completing the Rate Base; 
Public Relations and the Rate Case Working Capital 
The Birth of Utility Company Rate Opposition Operating Expenses 
The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 
The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


®& The edition is limited, so be sure to order your copy today. 
PUBLIC UTILITIES REPORTS, INC., Publishers 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 














More and more 
Utilities and Industries 
find the need for 


Consulting Services 


wien you need it 


INVESTIGATIONS 


REPORTS @ @ 9 or before 


FINANCING 
ACCOUNTING 
TAXES 


INSURANCE Bats - . 
PENSIONS We invite your inquiry. 


RATES Write for our booklet describing 
DEPRECIATION in detail the many services 
aasseeeciceend available to you. 
CONSULTING & DESIGN ENGINEERING 
Address: Department E 


PURCHASING f 
INDUSTRIAL & PUBLIC RELATIONS 20 Pine Street, New York 5, N. Y. 


ADVERTISING 


limuuaienlle Seuss Gare. 


COMMONWEALTH ASSOCIATES INC. 


20 Pun0e Shed, New Yohi MY 
Gaclsen Mihigan — Unshingin,. DC. 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 



















It takes all kinds of bodies, but... 


THERE’S NOTHING LIKE THE 


WHITE 3000! 


Here are only a few of the many different jobs the 
White 3000 is doing for the New York City Transit 
Authority .. . who want maximum maneuver- 
ability and space-savings for Manhattan's traffic- 
congested streets. They call on the White 3000— 
tomorrow’s truck today! 


POWER DEPARTMENT handles crew and equipment 
with real savings in overall length with this White 3000 
with extra crew compartment. 


UTILITY WORK gets done faster by White 3000. Its 
modern design saves time in traffic and its compact 
styling saves garaging space and room on the streets. 


SUPER POWER 
3000 


—< 
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DUMP TRUCK work handled by this White 3020 re. 
quires best maneuverability in congested areas, among 
elevated pillars, in garages. Used for coal, asphalt, sand, 
gravel and debris. 
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TRACK-LAYING UNIT—Less traffic and passenger 
service tie-up with this White 3000 used for track 
laying on surface lines. 


CABLE REEL TRUCK—Plenty of body capacity and room 
for crew without going to longer overall length. Saves 
traffic time for power department. 





THE WHITE MOTOR COMPANY 
Cleveland I, Ohio 


For more than 50 years 


the greatest name in trucks 








=| THIS IS 
APRIL! 


And this is the SPECIAL ADVANTAGE STICKER 
which dozens of companies are using this month 
on the front cover of Electrified Industry. —> 


Tue SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity .. Instant Starts ... Economy... Reli- 
ability . . Cleanliness . . . Good Regulation 
... Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 
lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 








FULL SPEED — your tools cut best and 
production is greatest because your ma- 
chines run at correct speed, powered by 
the well-regulated kilowatts you get from 


OHIO EDISON COMPANY 


Pass to 














Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 
properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~ Vodayé Biatness 


Martin Publications - 20 No. Wacker Dr., Chicago 6 





Northern Virginia Power Co., Riverton, Va. 
Designed and built by Sanderson & Porter, Inc. Chapman, Evans 
& Delahanty, Associate Architects. 


lowa Public Service Co., Eagle Grove, lowa 
Designed and built by lowa Public Service 
Engineers and J. F. Pritchard & Co. 


Every feature of a Q-Panel is 

desirable feature for powerho 
construction .. . which explains why Q-Pane 
have captured the powerhouse market. 

Q-Panels go up fast—50 sq. ft. in 9 minutes. 
small crew quickly attaches the panel to the sted 
framework. Little blocks don’t pile up fast. It 
much quicker to hang a wall than to pile it » 

Q-Panels provide a maintenance-free exterio 
they are available in a variety of materials fof 
exterior finishes, depending on their availabili 
at time of ordering. 

A Q-Panel is an insulated metal sandwich, onl 
3” thick but with insulation value greater than 
12” masonry wall. 

The striking fluted surface of Q-Panels is now 
familiar sight on powerhouses from coast to co2 


Write for Q-Panel Catalog 


H. H. ROBERTSON (C0 


Factories in Ambridge, Pa.; Hamilton, Ontario; Ellesmereport, Engiaw. 


2404 Farmers Bank Building % Offices in ALL Principal Cite 


Pittsburgh 22, Pennsylvania in the U.S.A. and Canali 
World-Wide Building Service 


Tennessee Valley Authority Watauga Project Note clean, quick, dry, safe, 
Elizabethton, Tenn. curtain-wall construction. 
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Thursday—15 


Edison Electric Institute, 

Industrial Relations Com- 

mittee, begins meeting, Cin- 
cinnati, Ohio. 


Friday—16 


Sixth National Personnel 
Conference of the Gas In- 
dustry ends, Chicago, Ill. 


Saturday—17 


Northwest Electric Light 
and Power Association, 
Engineering and Operation 
Sections, ends 3-day meet- 
ing, Seattle, Wash. 


Sunday—18 


American Public Power 
Association will hold an- 
nual meeting, Chicago, IIl. 
May 4-6. Advance notice. 


© 





Monday—19 


Society begins South Pa- 
cific coast regional meeting, 
San Francisco, Cal. 


Tuesday—20 


American Gas Association 

begins distribution, motor 

vehicles, and corrosion con- 

ference, Montreal, Quebec, 
Canada. 


Wednesday—21 


Pacific Coast Gas Associa- 

tion, Technical Section, be- 

gins meeting, Santa Bar- 
bara, Cal. 


Thursday—22 


Indiana Gas Association 
begins annual meeting, 
French Lick, Ind. 





Friday—23 


American Water Works 

Association, Montana Sec- 

tion, begins annual meeting, 
Bozeman, Mont. 


Saturday—24 


Institute of Radio Engi- 
neers, sponsored by Cin- 
cinnatt Section, begins 
spring technical conference, 
Cincinnati, Ohio. 


Sunday—25 


Wisconsin State Telephone 
Association will hold an- 
nual convention, Madison, 
Wis. May 5, 6. Advance 


notice. 


Monday—26 


Southern Gas Association 
begins annual convention, 
Houston, Tex. 


fed 





Tuesday—27 


Illinois Telephone Associa- 
tion ends 2-day annual con- 
vention, Peoria, Ill. 





Wednesday—28 


Midwest Regional Gas 
Sales Conference ends, 
Chicago, IIl. 





Thursday—29 


National Association of 

Electric Companies begins 

annual meeting, Washing- 
ton, D. C. 





Friday—30 


Illuminating Engineering 
Society ends 3-day Cana- 
dian regional meeting, To- 
ronto, Ontario, Canada. 
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Public 
Utilities 


FORTNIGHTLY 


APRIL 15, 1954 


The Adjustment Clause, an Aid 


To Rate Regulation 


The author has made a study of public utility expense fluctuation 

and the use of various types of escalator clauses to adjust utility 

rates in accordance with the more radical expense variations. The 

result is an interesting account of the acceptance by the regulatory 

authorities of adjustment clauses. There are reasons given as to 

why the adjustment clause, properly constructed, can operate as a 
positive aid in effective rate regulation. 


By ORRIN S. VOGEL* 


NE of the primary objectives of 
utility regulation by legislative au- 
thority is to stabilize and control 

income. That objective cannot be satis- 
factorily attained unless some realistic 
method of relating variable operating 
costs to the price of the service is provided 
in the rate structure. One of the more 
practical solutions of this problem is to 

*Director of rates and research, Florida Power 


Corporation, St. Petersburg, Florida. For addi- 
tional personal note, see “Pages with the Editors.” 
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use automatic adjustment clauses. Their 
use in rate making is the most equitable 
plan that has been developed for both the 
consumer and investor. 

Regulated utilities operating under 
normal conditions need some means of 
adjusting fluctuating costs of operation, 
but in our complex economic system, dur- 
ing a period of inflation, the need for 
immediate relief becomes imperative. 

In recent years various types of ad- 
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justment, billing, and escalator clauses, 
relating to fuel; power factor; load fac- 
tor; commodity, wage, and tax costs 
have been used in electric rate schedules. 
Some of these have been used by the elec- 
tric industry with regulatory approval for 
many years. 


N 1951 the writer made a study to ob- 
tain a picture of regulatory acceptance 
of the application of adjustment clauses, 
reviewing their use in the National Rate 
Book and by letters to staff leaders of 
many state regulatory commissions. This 
survey disclosed that adjustment clauses 
were being extensively used in electric 
rate schedules throughout the United 
States. Exceptions occurred in less than 
half a dozen states where obviously there 
was little need for them. In those areas 
the principal source of electricity was 
either subsidized government power, hy- 
dro power, or both. 

The reason for writing directly to the 
commission staff leaders was that the in- 
quiry pertained to technical matters and 
those men are the professional advisers to 
the commissioners. One of our college 
leaders addressing a graduating class in 
engineering said you cannot have a poor 
regulatory commission if you have com- 
petent staff leaders. Fortunately, there 
are and have been many able and dedi- 
cated men in this field of work. 

The main question posed in my letters 
was: 

What has been the experience and at- 
titude of your commission regarding the 
use of inflation and other protective 
clauses in the rate structure? 


' io~ are several quotations taken from 
separate letters received from differ- 
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ent areas of the country which show the 
general character of the answers received 
in reply to that question: 

“This state has recognized for many 
years the propriety of a fuel adjustment 
clause. All of our electric and gas com- 
panies have such a clause in their tariffs.” 

“They have gone very definitely on 
record to the effect that while they tolerate 
fuel clauses they are not in sympathy 
with commodity adjustment clauses.” 

“Variations in the cost of coal either 
upward or downward when on a cost 
basis have been made a part of rate tariffs 
filed with the commission for some years 
in the past.” 

“The commission has generally al- 
lowed fuel clauses where the utility de- 
sired them, except in connection with the 
residential rates other than space heat- 
ing.” 

“This commission has declined to go 
along except for fuel adjustment clauses 
to be applied to industrial service and 
such clauses have been applied by some of 
the utilities as far back as 1913.” 

“T can see no difficulty in applying such 
variable clauses if the commission author- 
ized the utilities to put them into effect.” 


CC HE only inflation adjustment 

clauses in effect in this state at the 
present are fuel adjustment clauses. We 
feel that these fuel adjustment clauses 
when properly designed are very neces- 
sary and desirable.” 

“Answering your specific query, to date 
this commission has approved only one 
type of adjustment clause in the rate 
structure of the utilities and that is the 
fuel clause. A fuel clause is of the utmost 
importance in an area such as this where 
tremendously high fuel costs exist.” 
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“However, with the inflationary trends 
that now exist we may very shortly have 
to give month-to-month recognition to 
the serious impact on the earnings of the 
utility.” 

“We do have a number of examples of 
fuel price escalator clauses in both gas 
and electric tariffs.” 


6¢ HIS commission has permitted the 
use of fuel clauses in the larger 
use rates and the fuel clauses as used are 
not necessarily tied directly to the utility 
cost of generation. The rates with fuel 
clauses are usually those that have been 
designed to meet competitive costs.” 

“The only recognition the commission 
has given to rising costs are the coal 
clauses allowed on electric power rates. 
Some of these were established as early 
as 1940. Most of the private utilities have 
these coal clauses on power rates. One 
electric utility has a coal clause on com- 
mercial electric rates for the use above 
10,000 kilowatt-hours per month and one 
electric utility has a coal clause on elec- 
tric contracts which have a commodity 
index.” 

“All but one of the major electric utili- 
ties have fuel adjustment clauses in cer- 
tain of their rate schedules. One utility 
has the fuel adjustment feature in all 
rates. . . . Mainly, however, the adjust- 
ment clauses are confined to large com- 
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mercial and large industrial power rates.” 

“As you perhaps know the electric 
energy production in this area is com- 
prised almost wholly of hydro units. 
However, to cover the excess cost in the 
use of steam for surplus energy require- 
ments the companies under the jurisdic- 
tion of the commission have recently filed 
an emergency provision to cover this 
excess cost by a surcharge, applicable 
proportionately to the use of each utility 
using steam-produced power.” 


, iw quotations indicate that com- 
mission staff men who have had 
years of experience and training in the 
regulatory field recognize the propriety 
and equity of using adjustment clauses in 
utility rate schedules. 

The fuel clause has been the one most 
widely accepted and commonly used in 
electric rate schedules. It is the medium 
through which automatic adjustments 
have been made to compensate for the 
effect of changes in fuel price levels on 
the cost of operations. 

State regulatory authorities of neces- 
sity have given fuel, which is one of the 
larger and frequently changing segments 
of the cost of producing electric energy, 
more attention and study than any other 
cost item. It had to be done. The chart 
on page 469 shows the changes in the pub- 
lished price of Bunker “C” fuel oil at Port 


“One of the primary objectives of utility regulation by legisla- 
tive authority is to stabilize and control income. That objective 
cannot be satisfactorily attained unless some realistic method 
of relating variable operating costs to the price of the service 
is provided in the rate structure. One of the more practical solu- 
tions of this problem is to use automatic adjustment clauses.” 
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Tampa, Florida, since January 1, 1946. 
These changes would be reflected in the 
price levels over a wide area of the coun- 
try. This is the type of oil generally used 
in steam-generating plants. It is evident 
from the wide range of the price levels 
and irregularity of the movement that 
some means of automatic compensation 
had to be provided in the rate structure. 

It has become more and more un- 
realistic to attempt to control this major 
segment of the cost of producing electric 
power which periodically moves up and 
down over a wide price range, by tying 
it to a standard, fixed, or horizontal rate 
structure. 


HEN rate schedules are applied in 
the high-cost fuel areas without the 
aid of a fuel adjustment clause, the cus- 
tomer is required to pay either too much 
or too little for electric power. This is an 
unhealthy economic condition for both 
the consumer and the owner of the utility. 
Unfortunately, under these conditions the 
alternative to the use of adjustment 
clauses is continuous litigation which 
would be a difficult and costly procedure, 
largely at the expense of the consumer. 
Practical experience has shown that it 
is far more equitable, particularly in these 
inflationary times, to provide a means for 
making immediate adjustments in the 
charge or monthly billing for service in 
proportion to the increase or decrease in 
variable operating costs. It has been force- 
fully demonstrated that unless commodity 
cost adjustments are provided, it is vir- 
tually impossible for the machinery of 
regulation to keep up with changed op- 
erating conditions. Although this article 
deals primarily with electric utility prob- 
lems, other utilities have had a full quota 
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of rate-making difficulties in recent years. 

For proof of the above statement, we 
have only to look at the regulatory prob- 
lems faced by the telephone industry since 
the war. Unfortunately, the telephone 
rate specialists have not been able to de- 
vise an appropriate cost adjustment es- 
calator for use in their exchange and toll 
rate schedules. Under recent inflationary 
conditions which have spiraled telephone 
operating costs upward, their only al- 
ternative, for the past seven years, has 
been continuous rate litigation. If a better 
way can be found it will certainly be a 
blessing to the consumer, the investor, 
and the overburdened commission and 
utility rate men. 


HOSE statements are not a reflection 

on utility regulation for it has met 
every challenge and the commissions have 
done a magnificent job over the years. 
Regulatory commissions are a worthy and 
adaptable part of our free enterprise 
system. 

Do you realize how these remarkable 
regulatory institutions have been ingen- 
iously adapting themselves to our way of 
life? They have been able to combine in 
an extraordinary and unique way the 
great principles of our republic — life, 
liberty, and the pursuit of happiness. For 
more than a half-century these institu- 
tions have sustained the life of investor- 
owned utilities by providing controls and 
protection. They have guarded the liberty 
of these great organizations by maintain- 
ing their freedom of operation and man- 
agement and have promoted their welfare 
and happiness by contributing greatly in 
the building and stabilizing of our sound 
and free economy. 

There are many essential needs for 
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automatic controls. In these times the 
utility cannot afford to make long-term 
contracts with manufacturers without the 
protection of adjustment clauses. It is 
very doubtful that any large manufac- 
turer would make a contract with a 
private utility without the protection 
afforded by adjustment clauses. If the 
consumer did not have the protection of 
adjustment clauses and a sudden decrease 
in the cost of fuel occurred, and there 
have been many drastic decreases in re- 
cent years, one competitor manufacturing 
electric power could for a period of 
time have a tremendous advantage over 
another buying power under a contract. 
The flexibility obtained by the use of ad- 
justment clauses is economically sound, 
equitable, and essential to both the con- 
sumer and investor. 


yy is a lot easier to create misunder- 

standing than to remove it, and we are 
inclined to hedge a little against new ideas 
or methods. There is also the element of 
fear associated with things that we do 
not thoroughly understand. Undoubtedly, 
the reason for the wide acceptance of fuel 
adjustment clauses as compared with 
other types is the fact that its construc- 
tion is readily understandable. The cost 
of fuel is known, the rate of generation 
per barrel of oil, per mcr of gas, or per 
ton of coal is usually available, and the 
over-all effect of an increase in price can 
be readily computed so that the adjust- 
ment increment can be easily obtained. 
Since those steps are clear-cut, the fuel 
clause has been generally accepted by the 
commission. 

The above steps solve the problem if a 
utility uses only one type of fuel. Un- 
fortunately, many companies use more 
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than one kind of fuel. This condition re. 
quires another calculation to translate 
fuels of varying heat content to a single 
unit of measurement such as the BTUv. 


step frequently taken, which 
has merit both from a consumer and 
regulatory standpoint, is to predicate the 
fuel escalator on the weighted average 
cost of the fuel burned, or, more simply 
stated, on the actual cost per barrel of 
the oil burned in the boilers each month. 
The advantage of this step is that it 
softens the impact of price changes. 

For example, if the published quoted 
price is used as the control base, each 
price change would be reflected in a single 
full adjustment whereas by using the 
weighted average cost of fuel burned 
only a portion of the increase or decrease 
in price is immediately reflected. If the 
weighted average cost basis is used it will 
take two or three months for a change 
in price of fuel oil to be fully reflected 
in the bill. The reason is that the cost 
of the oil in the storage tanks, in the 
interim period, is a mixture of oil pur- 
chased at more than one price. Under this 
plan the actual cost of the oil burned in 
the boiler per month will lag the current 
cost of the oil being delivered until the 
costs equalize. This step is not essential 
from the utility standpoint, for over a 
period of time the lag on an increase in 
price would offset the lag on a decrease 
in price. 


HE wide acceptance of the fuel clause 
did not occur overnight. We should 
not expect to receive blanket approval of 
the use of the commodity cost adjustment 
in rate schedules. It is a relatively new 
plan and, like any other new idea, this 















adjunct in rate making, regardless of its 
merits, must be sold to the regulatory 
authorities and consumers. 


I the years prior to World War II, 
electric rates were considerably higher 
than they are today. During that period 
there was a little cushion in the rates. 
That condition, along with improved 
operations and increased consumption of 
power, made it possible for revenues to 
keep pace with increased operating costs. 
But operations have been very different 
since the war. Improvements in operat- 
ing efficiency and increased usage have 
not been sufficient to offset the increases 
in the cost of operations. 

Labor costs in some utilities make up 
as much as 75 per cent of the electric 
utility’s operating and maintenance costs 
other than fuel and purchased power. 

These labor and material cost changes 
which should be adjusted are those in- 
curred in the conduct of the business and 
in maintaining the property and facilities 
now being used to provide service to the 
consumers. They must not be confused 
with construction costs. 

The utilities cannot control labor rates 
or material prices. Wage scales are 
established largely by negotiation with 
the labor organizations. In recent years 
there have been many substantial wage 
increases, 
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a utilities must carry on their 
business at fixed rates established by 
the regulatory authorities. Those rates 
are usually based on the level of operating 
costs prevailing at the date of the rate 
order. 

They should provide the prescribed 
rate of return. If that fair return is to 
be earned under these inflationary condi- 
tions, the company must either conduct 
frequent rate proceedings or obtain au- 
thority to use a commodity adjustment 
clause in its rate schedules. 

Although this is a specific case it will 
indicate the magnitude of ‘the variable 
costs that need control. In 1953 oil, which 
is the principal fuel used in the boilers 
of our company, cost about $7,000,000. 
The wage bill for operations and mainte- 
nance excluding wages for construction 
was approximately $4,500,000. When we 
consider these facts it is evident that a 
small percentage increase or decrease in 
either of those cost categories would 
drastically affect the company’s income 
and occasion another rate proceeding. 

To modify this unrealistic condition 
several large electric utility companies 
have been using commodity adjustment 
clauses in their retail rate schedules in 
recent years. 


HERE are a number of essential fac- 
tors and conditions that must be 


same time provide an equitable way of balancing investor and 


q “Any practical plan that will help stabilize income and at the 


consumer interests is surely getting close to the heart of good 
regulation. The use of adjustment clauses in electric rate sched- 
ules, when properly designed and applied under regulatory com- 
mission authority, greatly facilitates the accomplishment of that 


objective.” 
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considered in the development of an 
appropriate commodity escalator : 


The index upon which the adjust- 
ment is to be predicated should be a 
readily and periodically available pub- 
lic record. It is desirable to have the 
index used compiled by some inde- 
pendent organization, preferably one 
weighting government and independent 
data. 

The index should be geared as closely 
as possible to the movement of the same 
costs as those involved in the utility’s 
operation, and to keep billing cost to 
a minimum it should not require too 
frequent adjustment. 


One of the main objectives in the selec- 
tion of the control escalator is to find an 
index with a rate of change which, when 
measured over a period of years, will 
have approximately the same slope as the 
graph of the index representing the costs 
to be controlled. If the costs involved are 
predominantly labor, the curve of the 
control index should track closely the 
curve of the index of the company’s labor 
costs. 


HERE are several well-established in- 

dexes that have been used as escala- 
tors for commodity adjustment clauses. 
One of the better indicators for this plan 
is the Composite Construction Index, a 
monthly compilation published by the 
U. S. Department of Commerce. 

The Composite Construction Index is 
developed by combining and weighting 
several well-known government and pri- 
vately compiled indexes. This index re- 
flects the average movement of the level 
of heavy construction costs, including 
those relating to public utilities. The com- 
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posite construction costs used in the devel- 
opment of this index contain labor and 
material classifications that are largely 
the same as those found in utility 
operating costs. 

This index is the resultant of the 
movement of a series of costs, any one 
of which taken at a given time would not 
fit the composite curve. If the graph of 
the company costs tracks the curve of the 
selected index, when plotted over a period 
of years, the rate of change in the level 
of the cost factors upon which the indexes 
are predicated, has been approximately 
the same. 

In that case either index could be used 
as an appropriate escalator base. 


I" conclusion, it might be well to con- 
sider a few of the myths and mis- 
understandings about adjustment clauses. 

One of the myths is that adjustment 
clauses usurp regulatory authority. The 
following statements by commission staff 
leaders, taken from different areas, 
are good answers to that unrealistic 
conclusion : 

“T do not see that an inflation adjust- 
ment clause could circumvent regulatory 
powers for very long. I suppose that 
every regulatory agency examines the 
operating reports of the utilities under its 
jurisdiction at least annually. Any moneys 
derived from adjustment provisions such 
as your tariff contains will appear as reve- 
nue and also in net operating revenue. If 
the net is more than it ought to be 
the appropriate rate adjustments are in 
order.” 

“Since this commission has the author- 
ity to make an investigation and conduct 
a hearing on its own motion, the applica- 
tion of a fuel adjustment clause does not 
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circumvent any part of the regulatory 
powers of this commission.” 

“The inclusion of fuel and commodity 
clauses in public utility rate structures, 
generally would not circumvent govern- 
ment regulation, but I think that it would 
depend upon the applicable clause of the 
particular state.” 

“The argument that adjustment clauses 
in rate schedules tend to nullify to some 
extent regulatory powers has never par- 
ticularly impressed me. The regulatory 
agency is presumed to have continued 
jurisdiction and in view of present loss 
and more or less standardized procedures 
for rate making, to say that rate adjust- 
ment clauses circumvent effective regula- 
tion is merely to admit, in my opinion, 
that the agency is not alert to its duties 
and responsibilities if excessive earnings 
develop concurrently with operation of 
automatic adjustments in rate sched- 
ules.” 


, ue false idea regarding the use 

of adjustment clauses is that they 
may permit duplicate charges. That is not 
true. Adjustment clauses are designed to 
increase or decrease revenues by an 
amount equal to the changes in the level 


of specific costs above the level relating 
to the base rates. 

There is some misunderstanding re- 
garding the fact that at a given time there 
may be a difference between the amount 
of the change in costs to be controlled 
and the amount of revenue collected by 
the application of the adjustment clause. 
Of course, there can be temporary differ- 
ences between the movement of the con- 
trol index and the level of the company 
costs involved, but over a period of time 
those differences tend to equalize. How- 
ever, it is a much better plan to automati- 
cally adjust these large variable costs, 
even if there is a difference between the 
increase in cost and the recovery, rather 
than to be forced into a rate litigation. 


|, practical plan that will help stabi- 
lize income and at the same time 
provide an equitable way of balancing in- 
vestor and consumer interests is surely 
getting close to the heart of good 
regulation. 

The use of adjustment clauses in elec- 
tric rate schedules, when properly designed 
and applied under regulatory commission 
authority, greatly facilitates the accom- 
plishment of that objective. 





rn cuckoo is a European bird which never builds its own 
nest, but steals those built by other birds. Privately owned 
power companies have spent many hundreds of billion dollars in 
research and invention since Edison constructed the first incandes- 
cent lamp. These costs have been met by the companies themselves. 
If the federal power system has ever invented any electrical device 
of any sort, even a nut or a bolt, the writer has never heard of it. It 
has consistently plucked the brains of bigger, better, and infinitely 
more honest public servants than have ever existed in government- 


controlled power projects.” 


—Joun T. Woon, 


Former Congressman from Idaho. 


473 


APRIL 15, 1954 








How the AT&T Finances 
Billion-dollar Programs 


Since the end of World War II, the American Telephone and Tele- 

graph Company has been engaged in a series of record-breaking 

security issues, forming part of a $10 billion program for financ- 

ing the unprecedented demand by the people of the United States 

for telephone service. The problem of distributing these tremen- 

dous issues has challenged all the “know-how” and resourcefulness 
of the Bell system experts. 


By J. LOUIS DONNELLY* 


MERICAN TELEPHONE AND TELE- 
GRAPH COMPANY has sold to its 
share owners and to investors 

more than $2.6 billion of convertible 
debentures during the postwar period. 

Proceeds have been used to finance in 
part the $10 billion spent by AT&T and 
Bell system companies in this period to 
meet an unprecedented demand for com- 
munications services. 

Financing of this type has been most 
popular with stockholders and other in- 


*Editorial staff of New York Journal of Com- 
merce. For additional personal note, see “Pages 
with the Editors.” 
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vestors, with the result that each offering 
has been readily sold. 

The latest offering of $602,000,000 of 
12-year 33 per cent debentures was made 
in twenty-four business days which would 
mean the sale, on the average, of more 
than $25,000,000 a day, or well in excess 
of $3,000,000 an hour. 


lined modern facility was used by the 
company in putting through this trans- 
action. The entire operation was bene- 
fited by experience gained in the five 
previous postwar financing moves. 
Considerable use of Bell system tele- 





HOW THE AT&T FINANCES BILLION-DOLLAR PROGRAMS 


phones was made. It was found to be far 
more satisfactory and cheaper to com- 
municate with the share owner in this 
manner in cases where questions were 
raised. Not only was the individual 
pleased when he received a call from 
someone representing the management of 
American Telephone and Telegraph Com- 
pany, but the problem involved was quick- 
ly settled to the satisfaction of all 
concerned. 

Latest-type office equipment made by 
such companies as International Business 
Machines Corporation, Pitney Bowes, 
and others was used. Various mechanical 
devices developed by American Telephone 
personnel were also used to simplify the 
vast operation. 


HE planning and organization work 

involved in an operation of this kind 
is tremendous. In addition, the timing of 
the offering is of greatest importance. 
Those responsible for such decisions have 
had an excellent record over the years, 
and the latest financing surpassed earlier 
ones in numerous respects. 

One of the strong points of all of these 
financing moves has been the excellent 
appeal of American Telephone and Tele- 
graph Company shares to the investing 
public. Most important has been the long 
record of continuous payments of $2.25 
a share quarterly in dividends. Investors 
have come to regard this as a fix- 
ture, thus adding to the responsibility of 
management. 

Ability of directors to resist a popular 
trend of voting stock splits has been most 
helpful. 

Most arguments favoring capital 
changes of this type fail to carry weight 
when applied to American Telephone and 


Telegraph shares. These are: that the 
only way to increase the number of share 
owners is to recapitalize through stock 
dividends or the splitting of shares; that 
share owners favor a lower selling price; 
and that the market gives a_ better 
appraisal of a security when the price is 
at the more “popular” range. 

None of these, of course, applies to 
American Telephone. More important, 
financing is actually aided by the high 
quotation for American Telephone stock, 
due to the increased quoted value of the 
rights when traded on the New York 
Stock Exchange and other security 
markets. 

In the 1953 financing, the rights had 
a price range of 2-5/8 high and of 2-9/32 
low. This moderately exceeded the 1952 
range of 2-13/32 high and 2-1/16 low. 

A tabulation of the last six offerings 
of convertible debentures by the company 
follows: 


Amount Offered Value of Rights 
Year (Millions) igh Low Mean 


1946 H 1-1/2 

1947 : 2-9/32 
1-1/32 
1-5/8 
2-1/16 
2-9/32 


tv 1946 offering had been the first 
of convertible debentures since 1941. 
Prior to that, such financing was under- 
taken in 1929 and 1918. There were 
direct capital stock offerings in 1930, 
1928, 1926, 1924, 1922, 1921, and 1917. 

Management has favored the converti- 
ble security over the direct stock offering 
throughout the postwar period. Stock- 
holders are entitled to receive one “right” 
for each share held on the “record date” 
for an issue and the “rights” are evi- 
denced by subscription warrants. 
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The Popular “Convertible” 


¢¢ AMERICAN TELEPHONE AND TELE- 

GRAPH Company has sold to its 
share owners and to investors more than 
$2.6 billion of convertible debentures dur- 
ing the postwar period. Proceeds have been 
used to finance in part the $10 billion spent 
by AT&T and Bell system companies in 
this period to meet an unprecedented 
demand for communications services. 
Financing of this type has been most 
popular with stockholders and other in- 
vestors, with the result that each offering 
has been readily sold.” 








a huge financing operation would be most 
important. 


Various innovations have resulted from 
the moves to raise new capital. 

In 1946 the first successful attempt was 
made to eliminate confusion involving the 
fractional warrant. In the 1941 and 


HE 1953 warrants were different in 
that all necessary instructions and 


previous issues of subscriptions rights, 
stockholders had received a full share 
warrant, which represented even multi- 
ples of $100 of debentures to which the 
stockholder was entitled to subscribe; also 
a fractional warrant which represented 
the additional right for less than six 
shares held; and an order blank which 
could be used to instruct the company as 
to use of the warrants. 

The full and fractional warrants were 
combined into a single warrant in 1947 
along with the customary order form. 

This proved most successful and en- 
couraged subsequent moves of simplifica- 
tion. In view of the substantial increase 
in the number of American Telephone 
share owners, any move to simplify such 
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forms for denoting action to be taken by 
the owner, were combined on one side of 
the paper. 

An innovation was a statement on the 
warrant that the company would hold 
debentures for them after subscription, 
for conversion after February 9, 1954. 
Advantage of this move was taken by 
112,000 or more than one-fourth of the 
subscribers. The company was to advise 
the individual, as of the conversion date, 
of the additional amount of payment due. 
This proved a convenience not only for 
the subscriber but also the company as 
it greatly simplified the handling of the 
debentures. 

Temporary debentures with two years 
of coupons were prepared. It has been 
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indicated by past experience that only a 
small percentage of the temporary deben- 
tures remains to be exchanged for the 
permanent debentures having coupons to 
the maturity. This has been done since 
1945. 

Cost of the entire operation approxi- 
mated $3,000,000, including labor. 

An entire building with more than 
100,000 square feet of floor space was 
used. The site had been purchased to 
house certain regular operations of the 
treasury department of American Tele- 
phone and was in process of complete 
renovation when the new financing step 
was undertaken. The work had advanced 
sufficiently to permit the handling of the 
operation there. 

Approximately 1,100 temporary em- 
ployees were needed. These were ob- 
tained mainly through the contacting of 
75,000 Bell system employees and from a 
resultant 5,000 applicants. Others came 
from college employment bureaus. 

The supervisory force was expanded 
with about eighty employees borrowed 
from other American Telephone depart- 
ments and from other Bell companies. 
Some of the latter brought their wives 
along, and in a few instances they joined 
the working forces along with their 
husbands. 


L pvcnaise were mailed on November 
5th to 1,250,000 share owners of rec- 
ord October 31st. At the time there were 
42,178,000 shares of stock outstanding. 
There were about 750 employees on 
the job during the week ended November 
7th. This working force was built up to 
a peak of 1,100 in the week ended Decem- 
ber 12th, when the warrants expired. 
Numerous transactions, involving the 
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exercising or sale of rights, were made 
directly by holders at public offices in 
New York, Boston, Chicago, and San 
Francisco where American Telephone 
maintains permanent stock transfer facili- 
ties. Many cash payments were involved, 
with one man subscribing for $7,000 of 
new debentures and paying for them with 
cash at the 195 Broadway, New York city 
office. 

Some veteran stockholders used the 
occasion to make a personal visit to the 
company’s office. 

An additional idea as to the size of 
the undertaking was that the mailing of 
warrants, together with a 40-page pro- 
spectus, involved a total weight of about 
100 tons. There were 850,625 pieces of 
incoming mail received. In addition there 
were 65,000 contacts at the four public 
offices. 

A total of 28,000 communication re- 
plies were made. These involved 11,500 
outgoing telephone calls and 5,000 dic- 
tated letters. The remainder were printed 
forms. 

The entire operation was most efficient 
and reflected the experience of five previ- 
ous large debenture offerings of this type, 
each one being more streamlined in pro- 
cedure than the previous one. 


Oe side light of interest to the Ameri- 

can Telephone management is the 
faith and trust which some of the share 
owners place in them. This was indicated 
by the many blank checks and large 
amounts of cash mailed in to accompany 
subscriptions. 

Although there were by far more stock- 
holders involved than ever before, a 
larger percentage of holders subscribed 
for the new issue. Holders of only one 
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per cent of the subscription rights failed 
to take advantage of the offer and let 
their rights expire. These rights were 
worth more than $1,000,000. 

In 1952 holders of 1.1 per cent of the 
rights allowed them to expire and in 1951 
the percentage was 1.81. 

The unsubscribed debentures in 1953 
aggregated $6,140,900 as compared with 
$5,571,600 in 1952 and $7,515,700 in 
1951. 

The favorable showing of the latest 
offering reflected steps taken by American 
Telephone to obtain the best possible re- 
sults. Well in advance of the expiration 
date, the company sent out 40,000 special 
letters to share owners who allowed their 
1952 rights to lapse. 

Each warrant received by a share 
owner was divided into various sections 
to simplify the operation. The share 
owner had the option of taking one of 
three steps: (1) to subscribe for deben- 
tures and to buy or sell rights as neces- 
sary to provide the exact number needed 
for his subscription; (2) to sell all the 
“rights” represented by the warrant 
through the Bankers Trust Company 
which acted as rights agent; or (3) to 
sell through brokers. 


it required seven rights to subscribe for 
$100 of debentures and as there are 
very few owners with holdings which are 
a multiple of seven, numerous additions 
or sales of the odd amounts were in- 
volve. Most individuals in subscribing 
would buy to round out their transaction, 
although many sales were made. 

Where rights were sold, the Bankers 
Trust Company, as rights agent, would 
mail out the checks for proceeds. A 


bearer check would be used for amounts 
up to $75 and registered checks for larger 
amounts. These would be mailed out to 
the share owner, together with a part of 
the warrant containing the name and 
address and they were placed in a window 
envelope. 

About $50,000,000 in postdated checks 
were received with subscriptions. 

Where the owner was a distant foreign 
resident, the warrants were retained by 
the company and if no special instructions 
were received, they were sold for the 
account of such individuals. 

A number of progress charts were 
available to the supervisory staff through- 
out the underwriting period. These 
showed day-to-day comparisons against 
results in the 1952 operation. 

The use made of the telephone to 
clarify questions raised by shareholders 
located in various sections of the country 
was of special interest. 


oe studies have been made show- 
ing advantages in using the telephone 
as compared with mail. 

The telephone was also used where un- 
signed checks were received for subscrip- 
tions. Here the company would contact 
the individual and his bank and arrange 
to have the signature typed in. 

The final chapter in the financing was 
January 12th when the company sold 
$6,140,900 of convertible debentures 
through brokerage firms on the New York 
Stock Exchange. This represented the 
unsubscribed portion of the offering. 
Proceeds from this transaction, in excess 
of what would have been realized by sale 
through subscription, offset to a large 
extent the cost of the entire undertaking. 
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New Light on an Old Subject 


Has the federal government actually discovered a way 

to make and serve electricity to the public cheaper or 

more efficiently than a privately owned utility? This 

is an old subject but it is approached in a new and 
objective way. 


By DAVID E. GOGGIN* 


INCE an early ancestor first shouldered 
S a carefully selected club, man has 
had to exercise his intelligence and 
use his experience in choosing the ma- 
terials and actions suited to and needed 
for his existence. He has been aided in 
all ages and circumstances by his ability 
to “compare” and this faculty enabled him 
to decide between two or more materials 
and courses of action. He was ever hope- 
ful of choosing the best on the basis of 
comparison. 
The earliest man had a rather easy time 


of it because his wants were simple and 
his choices, and therefore his opportuni- 


*Rates_and research assistant, Wisconsin Public 
Service Corporation, Oshkosh, Wisconsin. For ad- 
ditional personal note, see “Pages with the Editors.” 


ties for extensive comparison were quite 
limited. As civilization became more com- 
plex, man’s wants and his alternative 
choices became more numerous and more 
difficult of comparative evaluation be- 
cause of a growing number of influencing 
factors. 


| aaa today, the resolution of personal, 

national, and international issues is a 
matter of making comparisons and evalua- 
tions of probable results and exercising 
a choice. The decisions are seldom easy 
because of numerous alternatives which 
present themselves, each with known 
and unknown and favorable and un- 
favorable characteristics. Comparisons 
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and choices, therefore, require much 
deliberate thought and careful analysis. 
And so it is with the present-day ques- 
tion of publicly owned versus privately 
owned electric power. No doubt the first 
comparisons of the two modes of opera- 
tion were made shortly after the first pub- 
licly owned system came on the scene. 


N recent years, with the annual publica- 
tion by the Federal Power Commis- 

sion of electric utility operating and 
financial statistics separated between 
privately owned and publicly owned sys- 
tems in the United States, it was inevita- 
ble that comparisons of the results of the 
two forms of ownership be made more 
frequently and with greater fervor and 
interest. 

Such comparisons have been made, in 
greater or lesser detail, principally by the 
advocates and adherents of public power. 
The FPC figures have been used in efforts 
to establish in the public mind an impres- 
sion of superiority of publicly owned sys- 
tems in rendering electric service to the 
American people. 

But the available published statistics 
will not permit a fair comparison. Un- 
fortunately, the FPC figures do not in- 
clude all of the publicly owned electric 
utilities. The 1951 summary for such sys- 
tems, for example, discloses that it in- 
cludes 266 publicly owned electric utili- 
ties with 70 per cent of the plant invest- 
ment and kilowatt-hour sales, and 60 per 
cent of the revenues and customers of all 
nonfederal public systems. The FPC 
summary for privately owned systems 
indicates that 98 per cent of that segment 
of the industry is included in its figures. 
Therefore, it appears that virtually the 
whole of the private electric utility indus- 
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try is being compared with about two- 
thirds of its publicly owned counterpart. 


HE 1948 FPC Directory of Electric 

and Gas Utilities in the United States 
(the latest published) shows that there 
were 2,067 municipally owned and an un- 
disclosed number of state-owned electric 
utility systems in operation at that time. 
Thus it appears that the FPC statistical 
summaries omit approximately 1,800 
publicly owned systems. 

The systems omitted were small in- 
dividually, each with $250,000 or less of 
annual revenue. But in the aggregate they 
represent about one-third of the publicly 
owned electric utility industry. More im- 
portant, since such systems had 30 per 
cent of the kilowatt-hour sales and 40 
per cent of the revenues of all publicly 
owned systems, the inescapable conclusion 
to be drawn from the relationship of those 
percentages is that they have higher rates 
and ergo higher costs than the 266 sys- 
tems included in the FPC summaries. 

For instance, only eight of the larger 
Wisconsin municipal electric utilities are 
included in the FPC summaries and about 
75 smaller Wisconsin systems with known 
higher rates and costs are omitted. 

Obviously, this is an unfair handicap 
to the privately owned utilities and is 
almost as heavy as the tax handicap in 
a comparison of the results of the two 
systems of ownership. The 266 publicly 
owned utilities summarized in the FPC 
figures are concerned for the most part 
with serving only the densely settled con- 
fines of one community; most of the sys- 
tems are in communities of over 5,000 
population and reach and serve compara- 
tively few rural and small-town custom- 
ers. The exclusion of about 1,800 
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smaller publicly owned utilities mani- 
festly shows the 266 larger systems in a 
more favorable light as to rates and costs. 


5 eee privately owned utility sum- 
maries, on the other hand, include the 
costs and necessarily higher rates of serv- 
ing customers in thousands upon thou- 
sands of small cities, villages, and cross- 
roads hamlets as well as over two million 
farms and many, many thousands of other 
customers in rural areas. 

Nevertheless, it can be demonstrated 
that the privately owned electric utilities 
are doing an efficient and economical job 
of serving the American public, even in 
comparison with the most efficient of the 
publicly owned systems. 

Take first the subject of plant invest- 
ments per customer served. A casual ex- 
amination of the comparative per cus- 
tomer investments in property and plant 
by the two modes of electric utility opera- 
tion will show a slight difference in favor 
of public power. In 1951 the 266 publicly 
owned systems had plant investments of 
$539 per customer against a private power 
figure of $568 per customer. But there 
are very logical and legitimate reasons for 
this situation. People in the public power 
camp are prone to forget these facts. 

First. The publicly owned utilities 
purchase almost half of their total energy 
requirements from outside sources and 


& 


hence do not need to make a large invest- 
ment in generating equipment to meet this 
load. The private utilities generate nearly 
all of their energy requirements in 
their own plants and accordingly have 
proportionately heavier investments in 
generating equipment. 

Second. Almost 15 per cent of the 
privately owned systems’ investment is in 
transmission and substation facilities. 
Since the publicly owned utilities are 
largely confined to limits of the com- 
munities which they serve, they have no 
need for extensive transmission networks. 


e Seones Because publicly owned utilities 

are generally confined to the corpo- 
rate limits of their communities, they do 
not reach out and serve the sparsely set- 
tled rural and country village areas. Elec- 
tric distribution line facilities in these 
areas are very expensive on a per cus- 
tomer basis. The private utilities serve 
millions of customers in such thinly set- 
tled territories and the investment per 
customer in distribution facilities alone, 
without any proportionate share of gen- 
erating or transmission plant, often runs 
well over $500 per customer. The aver- 
age distribution system investment for all 
federally financed REA co-operatives 
was $511 per customer at the end of 1951. 
But the public power figures do not 
include the REA systems. 


municipalities, hence the operation of a utility system ts often 


q “THE bulk of publicly owned electric systems are owned by 


closely tied to other municipal functions. Unless accounting 
proprieties are strictly observed, there are many opportunities 
to have other municipal, tax-supported functions carry certain 
expenses which are rightfully assignable to the electric utility.” 
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we turn to the matter of the average 
annual kilowatt-hours used and the 
average annual bill for such service paid 
by the residential customers of the two 
forms of ownership. During 1951, the 
average residential customer of the pri- 
vately owned utilities in the United States 
used 1,910 kilowatt-hours for which he 
paid $55.23, or 2.89 cents per kilowatt- 
hour. 

During the same year, the average 
residential customer of the 266 publicly 
owned systems used 2,745 kilowatt-hours 
and got a bill for $52.21, or 1.90 cents 
per kilowatt-hour. Unquestionably, these 
figures show that the customers of the 
publicly owned systems got more energy 
for less money. 

But in the same FPC publications from 
which such figures were taken, it is pos- 
sible to examine into the background of 
these surface comparisons. The FPC 
statistical experts apparently realize that 
serious distortion to the publicly owned 
systems’ sales and revenue statistics is 
caused by special situations existing in 
the Tennessee valley area and in the 
Pacific Northwest. Here great quantities 
of federally financed and generated power 
are preferentially sold to publicly owned 
systems at extraordinarily low costs, 
which are virtually free of taxes and in- 
clude very little interest on Uncle Sam’s 
huge investment in power plants. Resi- 
dential customers of publicly owned elec- 
tric systems in the Tennessee valley area, 
and especially in the Pacific Northwest 


Residential Service—1951 


Average Kilowatt-hours Per Customer .. 


Average Bill Per Customer 
Average Cost Per Kilowatt-hour 
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area, individually use large quantities of 
this low-cost, federalized power. 

Because of this situation, the FPC 
divides the kilowatt-hour sales and reve- 
nues of residential customers of publicly 
owned electric utilities among the Ten- 
nessee valley area, the Pacific Northwest 
area, and (all) other areas. It seems sig- 
nificant that the residential customers of 
publicly owned systems in other areas 
used 1,895 kilowatt-hours in 1951 com- 
pared with 1,910 kilowatt-hours used by 
customers of the privately owned utilities. 
For those 1,895 kilowatt-hours, the resi- 
dential customers of public systems paid 
$49.27, or an average rate of 2.60 cents 
per kilowatt-hour, compared with the 
average private utility bill of $55.23 at 
an average rate of 2.89 cents. 


bine comparisons are still unfair to 
the privately owned systems because 
the publicly owned systems’ figures do not 
include the 1,800 small systems, and, more 
important, because the comparisons do 
not recognize the tax differential between 
the two types of ownership. 

The same FPC publications heretofore 
mentioned show that in 1951 the privately 
owned electric utilities paid 21.8 per cent 
of their gross revenue in taxes of all de- 
scriptions, while their publicly owned 
counterparts paid only 2.5 per cent of 
gross revenues in taxes. 

Taking all taxes out of the average 
bills under both systems of operation 
yields the informative results below. 


Publicly Owned 


Privately 
Owned Utilities in 
“Other Areas” 
1,895 
$48.04 

2.54¢ 


Utilities 
1,910 


$43.19 
2.26¢ 
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Proper Labeling for Taxes and Interest 


a power advocates frequently seem to have some trouble in dis- 

tinguishing between taxes, and return or ‘interest’ on the investment 
the municipality has in the electric utility. Unless a payment, accrual, 
donation, or contribution of funds is distinctly labeled as taxes, and de- 
ducted from gross electric revenues along with other operating expenses 
and depreciation to determine net utility income, it 1s not taxes or a pay- 
ment in lieu of taxes. Itis a safe bet that any regulatory body would so find.” 





One could, in the same good conscience, 
perform the same sort of operation on the 
other large class of service, commercial 
and industrial sales, with much the same 
result. Therefore, using a _ respected 
source of statistical material, it is possible 
to demonstrate that the privately owned 
utility industry does not occupy an inde- 
fensible rate position. 


HE same can be said about other 

departments of utility operation. 
Privately owned electric systems in 1951 
had total production operating costs of 
4.87 mills per kilowatt-hour sold com- 
pared with 4.92 mills per kilowatt-hour 
for publicly owned systems. This com- 
parison becomes more impressive when 
one considers that the publicly owned sys- 


tems purchased more than one-third of 
their total requirements from federal 
power agencies at ridiculously low prices. 
Where publicly owned systems do gen- 
erate their own requirements, we can cal- 
culate from the 1951 FPC statistics that 
their steam-generated energy is 38 per 
cent more costly in production expenses 
per kilowatt-hour than privately gener- 
ated steam power and their hydraulic 
energy is 4 per cent more costly. 
During 1951, privately owned electric 
systems spent .26 mills per kilowatt-hour 
sold for transmission operating expenses 
while the publicly owned systems ex- 
pended .13 mills per kilowatt-hour sold 
for this purpose. Since the publicly 
owned systems generally are concerned 
with serving only within one community, 
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they have no need for extensive transmis- 
sion networks. When and where publicly 
owned electric utilities purchase energy 
at wholesale for distribution within their 
corporate limits, the selling agency usu- 
ally delivers the power at or within the 
city limits. And if the publicly owned 
system generates its own energy, the plant 
is usually pretty close to the center of the 
load. 

The privately owned systems, on the 
other hand, need extensive transmission 
networks to interconnect their plants and 
their systems and to bring energy to every 
corner of their wide-flung territories, 
which include the “wide spots in the 
road” as well as the metropolitan cities. 
Under the circumstances, the privately 
owned transmission operating expense of 
.26 mills per kilowatt-hour sold does not 
seem unreasonable for this vital service. 


oo operating expenses are 
another case in point where the costs 
of serving wide-flung territories are 
heavier than in closely settled urban 
areas. Privately owned electric systems 
reach and serve millions of customers on 
farms, in other rural areas, and in thou- 
sands upon thousands of small villages 
and unincorporated hamlets. The distri- 
bution costs in these leaner areas are 
heavy because of the travel distance from 
operating headquarters and the low 
density of customers per mile of line. 

Contrast such territories with the close- 
knit publicly owned systems, usually 
within the confines of one community, 
where customer density is high. 

Despite territorial differences, the pri- 
vately owned utilities spent only $12.46 
per customer for distribution operating 
expenses in 1951 against an average ex- 
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penditure of $12.14 per customer for this 
purpose by 266 publicly owned systems. 
One wonders what the addition of 1,800 
smaller publicly owned systems would 
have done to the latter figure! 

The so-called managerial expense 
groups have been the subject of some 
critical odious comparisons in the past. 
These groups include customers’ account- 
ing and collecting, sales promotion, and 
administrative and general expenses. 
During 1951, the privately owned utilities 
spent $16.11 per customer for such pur- 
poses, while the publicly owned systems 
spent an average of $11.76 per customer. 


bee bulk of publicly owned electric 
systems are owned by municipalities, 
hence the operation of a utility system 
is often closely tied to other municipal 
functions. Unless accounting proprieties 
are strictly observed, there are many 
opportunities to have other municipal, 
tax-supported functions carry certain ex- 
penses which are rightfully assignable to 
the electric utility. Such opportunities for 
subsidy are most often found in the so- 
called managerial expenses but are by no 
means limited to those groups. 

For example, there are instances where 
municipal electric systems enjoy free or 
underpriced office, garage, and service 
quarters in the city hall or other municipal 
buildings; cashier service; legal, engineer- 
ing, managerial, and personnel services; 
emergency transportation and man-power 
assistance from the street and other 
municipal departments; and pension sys- 
tems which are tied in with the general 
city retirement plan. In addition, munici- 
pal systems have little trouble with bad 
accounts, since in many cases unpaid elec- 
tric service bills are added to general 
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property tax bills, regardless of who 
incurred them. 

These “special” and underpriced serv- 
ices may be relatively insignificant indi- 
vidually, but in the aggregate they could 
be a substantial factor in the over-all man- 
agerial and operating costs of a municipal 
electric utility. Because privately owned 
electric utilities have no such affiliations, 
they must pay in full for all services and 
operations performed for them. 


| geerpenl owned utilities, as to custom- 

ers’ accounting expenses, have the ad- 
vantage of greater customer density in 
reading meters and collecting bills. They 
are not spread out all over the countryside 
where man-power and vehicle costs to 
reach the customers are heavy. 

Publicly owned electric systems gen- 
eraliy are quite apathetic toward the de- 
velopment and promotion of new busi- 
ness. The privately owned electric utilities 
have traditionally been the agencies 
through which new electric appliances 
have been introduced to the public. The 
public is slow to accept new and untried 
things. 

Without the intensive sales promo- 
tion activities of the private electric 
utilities, in close collaboration with the 
manufacturers of appliances, the Amer- 
ican public would not be so electrically 
minded today. Such activities cost money, 
but the customers of both the publicly and 
privately owned systems derive the benefit 
of appliances developed, demonstrated, 
and promoted through private enterprise. 

The largest group of managerial ex- 
penses is the administrative and general 
series. One of the largest single items of 
administrative and general expense of a 
private electric utility is in employee wel- 


fare and pension costs. This expense ac- 
counts for one-fourth to one-third of total 
administrative and general expenses of a 
private utility. National comparisons are 
not available, but official figures for utili- 
ties in the state of Wisconsin show that 
private electric utilities in 1951 spent $2.80 
per customer for employee welfare and 
pension expenses against $1.01 for this 
purpose spent by publicly owned systems. 
It seems to be quite general knowledge in 
labor circles throughout the country that 
private utilities treat their employees bet- 
ter in all respects, including the level of 
base compensation, than do publicly owned 
utilities. And this affects not only man- 
agement but all other groups of expenses. 


HE piece de résistance in any com- 

parison of private and public power 
is the matter of taxes. During 1951, pri- 
vately owned electric utilities paid 21.8 
per cent of their gross revenues in taxes 
while the publicly owned systems paid 
only 2.5 per cent. 

Proponents of public power explain 
away this great difference by pointing to 
accounting inadequacies and inconsist- 
encies of public power systems in record- 
ing taxes. They say that publicly owned 
utilities render much free or underpriced 
electric service to other municipal depart- 
ments and often make donations to their 
local governments but that these things 
are not charged to taxes. It is claimed that 
in some cases if it were not for funds pro- 
vided or donated by the electric utility de- 
partment, the local government would 
have to raise general tax rates. Public 
power people say the free or underpriced 
services performed for other govern- 
mental departments and the donations to 
local governments are really payments in 
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lieu of taxes and should be considered as 
taxes. 

Consider first the free or underpriced 
service furnished to other branches of 
government. There is no way of telling 
how much service was underpriced but 
we do know what was recorded as “free.” 
In 1951, the 266 publicly owned systems 
covered by the FPC statistical release fur- 
nished 47,446,000 kilowatt-hours without 
charge, presumably to other municipal 
agencies. If they charged the average rate 
per kilowatt-hour for this service that they 
got from their regular customers (1.52 
cents), they would have increased their 
revenues by $721,000. This amounts to 
less than one-fifth of one per cent of their 
gross revenues from ultimate customers. 
This does not improve the public power 
tax story much. 


enone power advocates frequently 
seem to have some trouble in dis- 
tinguishing between taxes, and return or 
“interest” on the investment the munici- 
pality has in the electric utility. Unless a 
payment, accrual, donation, or contribu- 
tion of funds is distinctly labeled as taxes, 
and deducted from gross electric revenues 
along with other operating expenses and 
depreciation to determine net utility in- 
come, it is not taxes or a payment in lieu 
of taxes. It is a safe bet that any regula- 
tory body would so find. Any payment out 
of net utility income is a distribution of 
the return on the investment, and calling 
such payment taxes or payment in lieu of 
taxes does not alter this fact. 

Every municipality or other govern- 
mental unit owning a public utility has an 
investment in that utility whether in 
equity securities or in the surplus of the 


utility. Such an investment is entitled to 
a return or “interest.” If the municipality 
were to sell the utility, it could invest the 
proceeds in U. S. government bonds, in 
AT&T, or in any one of thousands of en- 
terprises. But in every case, the interest 
or dividends on that investment would be 
return—and not taxes, or payments in 
lieu of taxes, or payments in reduction of 
the general tax rate. 

The 266 publicly owned systems had a 
“return” or net electric utility operating 
revenues of $120,430,000 in 1951, accord- 
ing to the FPC. It is interesting to ob- 
serve that if they had been subject to fed- 
eral income taxes, they would have had 
to earn a gross return of about $227,000,- 
000 before federal income taxes in order 
to have a net return of $120,430,000 left 
after income taxes. They would have 
had to raise their rates by over 25 per cent 
to get the funds to pay the federal income 
taxes! 

Even people sympathetic to public pow- 
er will admit that the tax factor is heavily 
weighted against private power. 


Y™® making comparison is diffcult un- 
less all circumstances are carefully 
considered and weighed. Our ancestors 
learned this the hard way, and profiting 
by the mistakes they made has enabled 
those living today to more properly eval- 
uate many things. In the case of the con- 
tending forms of utility ownership, it 
should be apparent to any thinking person 
that surface comparisons do not and will 
not reveal the true merits of the case. 
When the facts are disclosed and arrayed 
in their proper order, private power need 
make no apologies for its competitive 
position with respect to public power. 
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Washington and 


the Utilities 


Ferguson’s Gas Bill 
| genoa of gas industry officials found 
very interesting, if not disturbing, 
reading, in a bill (S 3178) introduced late 
in March by Senator Ferguson (Repub- 
lican, Michigan) for the ostensible pur- 
pose of preventing natural gas transmis- 
sion companies from writing up the cost 
of their gas reserves. Ferguson said, in a 
statement about his bill, it would protect 
natural gas consumers (of whom there 
are a good many among the eligible voters 
of Michigan) from “tremendous rate in- 
creases,” going into billions of dollars. 
He noted that it has been a “long- 
established policy” in determining rates 
for natural gas transmission companies 
that they are entitled to a “fair return on 
the actual cost of natural gas reserves 
which they own and produce.” Recently, 
however, he said, efforts have been made 
to persuade the FPC to permit the com- 
panies to charge the “full commodity 
value” for their gas. Ferguson expressed 
hope the FPC would reject these appeals, 
but he said the consumer should also be 
protected by specific legislation. 
In other words, the Senator from Michi- 
gan is conceding that the Federal Power 
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Commission is already following the gen- 
eral practice of basing, for rate-making 
purposes, the cost of gas supply from 
company-owned reserves to the actual 
production cost of companies under the 
Natural Gas Act—as distinguished from 
the going field price of gas or so-called 
commodity cost. But Ferguson wants to 
spell it out in the Natural Gas Act so as 
to leave no doubt about the FPC ever 
changing its policy or modifying it in the 
future. 


[ is obvious to most Washington ob- 
servers that such a controversial bill, 
introduced this late in the session, has 
virtually no chance of final enactment, in 
view of the opposition that would come 
from Congressmen representing gas- 
producing states. In fact, a sophisticated 
observer might harbor the suspicion that 
the Senator from Michigan may find the 
introduction of such a bill good campaign 
ammunition, in what may turn out to be 
a tough re-election fight in the gas-con- 
suming state of Michigan. But when these 
negative factors have been considered, the 
long-range aspect on the future of federal 
regulation of gas transmission companies 
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suggests that Senator Ferguson’s bill must 
be taken quite seriously. True, the actual 
“protection” afforded would be limited to 
companies owning their own production, 
which is not as broad a coverage as Fer- 
guson’s remarks would indicate. 

On the other hand, there is the very 
definite possibility that Federal Power 
Commission jurisdiction will be finally ex- 
tended to independent producers if the 
U. S. Supreme Court decides, in its forth- 
coming reconsideration of the Phillips 
Petroleum Company Case. There had been 
some speculation that, in event the earlier 
court decisions in the Phillips Petroleum 
Case were left undisturbed, the FPC 
might resort to field prices as a short cut 
in taking over its suddenly vastly extended 
duties in the production field. 

Using a spot date price approach, some- 
what similar to the old Office of Price Ad- 
ministration’s “hold-the-line” orders dur- 
ing the war emergency, the FPC could use 
field prices, at least as a working basis 
under the Natural Gas Act, for the pre- 
liminary establishment of its jurisdiction 
over producers. But Ferguson’s bill might 
well complicate such a simplified approach, 
although it would take some first-rate legal 
research to determine whether it would, 
and to what extent. 


en said on the floor of the Senate 
on March 24th that the inspiration of 
his bill came from recent efforts “to per- 
suade the Federal Power Commission to 
depart from this sound [cost production 
basis] philosophy of regulation and per- 
mit these companies to charge what is 
equivalent to the prevailing market price 
for their own gas.” To demonstrate what 
it would cost consumers, he used a hand- 
picked differential figure of 13 cents per 
thousand cubic feet of gas, which was 
found applicable “in at least one instance.” 
Apparently this single instance figure was 
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derived in some way from a brief pre 
pared by the FPC’s staff. But Senator 
Ferguson then proceeded to assume, for 
argument, that this might be an average 
figure, with the result “the total increase 
that may be paid by the gas user” could 
reach astronomical proportions. 

He did say that he was advised by the 
common council of Detroit on this matter 
and had asked the FPC for exact figures 
on the cost differential as it might affect 
consumers in Michigan. The text of Fer- 
guson’s bill, which would amend § 6(a) 
of the Natural Gas Act, is very brief: 


Be it enacted, etc., That § 6(a) of the 
Natural Gas Act (15 USC 717 e (a)) 
is amended by inserting before the peri- 
od at the end thereof a colon and the 
following: “Provided, That the value 
for rate-making purposes of gas re- 
serves held by any natural gas company 
shall in no case be deemed to exceed 
the actual original cost of such reserves 
to such company.” 


. 


The Eisenhower Tax Bill 


i 10 per cent ceiling authorized by 
the House of Representatives on ex- 
cise taxes for telephone monthly bills 
(formerly 15 per cent), telephone long- 
distance calls (25 per cent), passenger 
fares (15 per cent) remained in the tax 
bill as it cleared Congress just before the 
April 1st deadline. But there was plenty 
of backing and filling before the House ac- 
cepted the further cut made on the floor 
of the Senate (by a vote of 64 to 23) on 
electric, gas, and oil appliances from 10 
to 5 per cent. 

The 5 per cent formula was a compro- 
mise one proposed by Senator Capehart 
(Republican, Indiana) and accepted by 
Senator Douglas (Democrat, Illinois), 
who had introduced an amendment to 
eliminate the excise tax on appliances. 
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The vote came at the end of a 5-hour 
session that included one of the liveliest 
debates heard for some time on the Sen- 
ate floor, followed by a series of parlia- 
mentary snarls over the Capehart amend- 
ment, which came on the spur of the 
moment and took the Senate by surprise. 

The earlier debate over the Douglas 
amendment featured Senator Millikin 
(Republican, Colorado), chairman of the 
Senate Finance Committee, and Senator 
Douglas as the chief protagonists, with 
Senators Humphrey (Democrat, Minne- 
sota), Bush (Republican, Connecticut), 
Lehman (Democrat, New York), and 
others joining in. 

The bill had to be enacted into law by 
midnight March 31st to maintain in effect 
certain taxes due to lapse automatically at 
that time. The items affected by the Sen- 
ate amendment as accepted in conference, 
included: refrigerators, cooking ranges, 
and stoves, fans, water heaters, flat irons, 
air heaters, electric blankets, grills, toast- 
ers, broilers, mixers, juicers, food chop- 
pers and grinders, clothes driers, ironers, 
dehumidifiers, dish washers, floor polish- 
ers, waxers, mangles, garbage disposals, 
power lawn mowers, and home freezers. 

This excise tax reduction bill must be 
distinguished from the general tax revi- 
sion bill (HR 8300) which passed the 
House but is still marking time in the Sen- 
ate. It contains more liberal provisions for 
tax depreciation deduction by corpora- 


tions and some small tax exemption on, 


corporate dividends paid to personal in- 
come taxpayers. 


¥ 


The Colorado Basin Plan 
Urged 


HE Eisenhower administration has 
swung its support to a proposed bil- 
lion-dollar power and reclamation project 
for the development of the Upper Col- 
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orado river basin. It is the first “new start” 
major proposal to win the approval of 
this administration. It differs, however, 
from previous federal project proposals 
of its kind in several respects, including an 
emphasis on local participation in power 
development and use. 

The President’s recommendations em- 
brace construction of the controversial 
Echo Park dam and storage project in 
Dinosaur National Monument ($176,- 
400,000), which has been opposed by 
conservationists. The President also en- 
dorsed the Glen Canyon, Arizona, dam 
and storage project ($421,300,000), and 
further recommended authorization by 
Congress of 11 irrigation projects (total- 
ing $304,356,000). The Eden project, al- 
ready authorized ($7,287,000), was in- 
cluded in the over-all basin development 
plan. 

The President said the Upper Colorado 
river basin development calls for “sound 
financing.” His recommendation of this 
proposal is said to be consistent with the 
administration’s policy of federal con- 
struction of large multipurpose projects in 
those situations where a state or a group 
of states are unable to swing them, and 
where national interest requires action. 
The over-all program is designed to enable 
five states to carry out an interstate com- 
pact for sharing Colorado river water. 
Legislation now being drafted will set up 
a fund so that the entire project “will be 
constructed and paid for as a basin pro- 
gram.” 

“The development,” the President said, 
“will conserve water, enabling the region 
to increase supplies for municipal uses, in- 
dustrial development, and irrigation. It 
will develop much-needed electric power.” 

A House Interior subcommittee has de- 
layed final action on approving the proj- 
ect after a dispute over recommended 
Budget Bureau changes. 
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NRLB Bans “Hit-and-run” 
Strikes 

HE National Labor Relations Board 
recently ruled that a “hit-run” strike 
waged by members of the CIO Com- 
munications Workers of America tele- 
phone union was “a form of economic 
warfare entirely beyond the pale of proper 
strike activities.” It was the first time the 
board had ruled on such tactics, which 
CWA has been depending on to assist its 
local unions in enforcing their demands 
against management. The technique of 
hit-and-run tactics is to create a series of 
little strikes suddenly throughout the sys- 
tem, so as to keep management off balance 
and unable to concentrate supervisory 

employees for substitute replacements. 
Such a strike was called in the summer 
of 1951 against the Pacific Telephone & 
Telegraph Company. Traffic employees in 
a great many of the company’s northern 
California division offices walked off their 
jobs on different days instead of all at the 
same time. At many offices they returned 
to work after a short time and then walked 
out again after a day or two; and in some 
offices they again returned to work and 
later quit anew a third time. Meanwhile, 
union pickets ranged over the entire divi- 
sion, appearing sporadically at a great 
number of offices. The use of this tech- 
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Wire and Wireless 


Communication 


nique was made known in advance and, on 
that basis, the Order of Repeatermen and 
Toll Testboardmen decided to respect the 
CWA picket lines. 


_—. the period this technique was 
used, the tollmen returned whenever 
the CWA pickets disappeared and offered 
to work. In most cases they were told by 
local supervisors that they were not 
needed or that their jobs were covered 
that day, but that they should report the 
following day. The tollmen’s union com- 
plained to the NRLB that because the 
company did not put each tollman back 
to work immediately upon his offer to 
return, it discriminated against them for 
union activities. 

The board ruled that the strike action 
was not a protected activity; that “be- 
cause they joined in the unprotected strike 
of the traffic employees with knowledge 
of its planned intermittent and hit-and- 
run aspects, the tollmen also removed 
themselves from the protection of the 
(Labor) act.” The board also said there 
was no proof that the company discrimi- 
nated against the tollmen, and that even 
if there was proof the company’s conduct 
would not have been unlawful, because 
the action was taken to protect the con- 
tinuity of public service. 
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i vote of the NLRB was 3 to 1, Abe 
Murdock dissenting. Murdock said 
the majority’s decision “goes far to de- 
prive employees of rights guaranteed them 
by Congress and long since cemented into 
the law of the land.” CWA President 
Beirne was more explicit in his denuncia- 
tion of the board’s action. “This was a 
gratuitous slap at CWA on the part of the 
board,” said Beirne, “since they decided on 
the legality of strike tactic used by 
CWA, when CWA was not a party to 
the proceedings and was not given any 
opportunity for defense. By its action, the 
NLRB majority proves that it has become 
a tool for employers. Impartiality has de- 
parted from the NLRB.” Beirne insisted 
that the fact that the company doesn’t like 
the intermittent strike is no good reason 
for outlawing it. 

Beirne saw the “hand of the Bell system 
companies” in the board’s decision and 
promised a greater effort to convince 
Congress to amend the Taft-Hartley law 
in order “to restore its original intent re- 
garding the right of workers to strike.” 


> 


USITA Launches Advertising 
Campaign 

HE United States Independent Tele- 
phone Association has launched a na- 
tional advertising campaign to bring home 
to the American people the fact of the 
existence of an independent telephone in- 
dustry with its own manufacturers, sup- 
pliers, directory publishers, trade press, 
and related services. The program is de- 
signed to acquaint the public with the 
extent of the industry in terms of com- 
munities served, stations in service, plant 
investment, stockholders, and employees. 
The independent telephone industry be- 
lieves it important to let the American 
people know what the accomplishments of 
the independent companies have been and 


what their service objectives are for the 
future. The program will stress the fact 
that independent companies and their 
manufacturers are responsible for the de- 
velopment of numerous significant im- 
provements in the communications art, 
such as the dial telephone, the telephone 
handset, selective ringing, city-to-city 
long-distance dialing, and neoprene 
jacketed drop wire. 

The program is designed in part to im- 
prove the morale of independent tele- 
phone employees by giving them a sense 
of belonging—of being important parts 
of an essential industry whose existence is 
nationally known and respected. The pub- 
lic will be acquainted with the fact that 
the independent telephone industry has 
reached its present development under 
tenets of free enterprise in a free economy 
in the finest American tradition and that 
“the indomitable spirit which has inspired 
and motivated the industry up to now 
will continue eliminating the need for any 
socialistic or semisocialistic ventures at 
the expense of the overburdened tax- 
payer.” 

The advertising campaign will stress 
the need for realistic treatment and sym- 
pathetic public understanding of the rev- 
enue needs of a regulated business, in 
order that it may continue to attract neces- 
sary investor capital. It is hoped that the 
program will help to uncover and develop 
new sources of capital for expansion and 
improvement of telephone service — 
whether it be the small-town banker, the 
small-town investor, an insurance com- 
pany, or any other financial source. How- 
ever, USITA will be satisfied if its adver- 
tising campaign appreciably increases pub- 
lic awareness that the independent tele- 
phone companies are an indispensable part 
of the national telephone network and that 
without them and the service they provide 
the network would not be a complete one. 
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Wire Tap Measure Clears 
Committee 


ns of the House Judiciary Com- 
mittee have finally agreed on a bill 
permitting the use of telephone wire taps 
in certain cases involving the national se- 
curity. There had been a dispute over the 
extent of the Attorney General’s authori- 
ty to order such wire taps. 

The original bill, authored by Repre- 
sentative Keating (Republican, New 
York), would have legalized information 
obtained by wire tapping in prosecuting 
spies, saboteurs, and traitors if the wire 
taps were made.on orders of a federal 
court. Attorney General Brownell and 
FBI Director J. Edgar Hoover objected 
that the requirement of a court order 
would be too slow in most espionage cases. 
The committee approved, after limiting 
the wire-tapping authority to security 
cases, omitting kidnapping or extortion. 


5 


State Utility Authority Gains 
Support in Idaho 


oo voters will probably not be asked 
to vote in November on a proposal 
which, if approved, would put the state 
of Idaho in the power and communica- 
tions business. Sponsored by a National 
Hells Canyon Association leader, the pro- 
posed “initiative” would create a state 
Power and Communications Develop- 
ment Commission, with authority to ac- 
quire all privately owned electric power, 
telephone, and telegraph facilities in the 
state. 

In the language of the proposed “‘initia- 
tive,” it is declared to be the policy of the 
people of Idaho “to develop the hydro- 
electric resources and communications 
systems of the state in a manner which 
will permit and achieve the optimum bene- 
ficial use of the water resources of the 
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state for multiple purposes and of the 
communications system . . .” Outlining 
the duties of the proposed state commis- 
sion, the “initiative” states: 


The commission is authorized and 
directed to acquire by purchase, con- 
demnation, or otherwise, title to any or 
all property within the state of private- 
ly owned public utilities used in the 
generation, transmission, and distribu- 
tion of electric energy; and on com- 
munications facilities; provided, how- 
ever, that the commission may exclude 
personal property and nonoperating 
properties which are not, in the judg- 
ment of the commission, required to 
operate electric or communication 
facilities so acquired. 

Within one year from the date on 
which this act becomes a law the com- 
mission shall submit to the governor a 
report containing a proposed schedule 
for acquiring and taking over the opera- 
tion of any or all such properties. 

Such properties may be acquired in 
such units, at such time, and in such 
manner as may be deemed advanta- 
geous by the commission. 

In acquiring such property the com- 
mission may assume and agree to pay 
or perform any contracts or other ob- 
ligations of the company from whom 
such property is acquired. 


As of late March, advocates of this pro- 
posal had already succeeded in collecting 
only a handful of signatures out of 20,- 
000 necessary to place it on the ballot in 
November. At this rate of progress, there 
was little chance of validating the neces- 
sary number of signatures before the July 
2nd deadline. Idaho’s governor and two 
Senators have come out against it, how- 
ever, as well as farm, business, and tax- 
paying groups, along with political lead- 
ers of both parties. 





Financial News 
and Comment 


By OWEN ELY 


Natural Gas Requirements 


And Supplies 


HE bureau of statistics of the Ameri- 

can Gas Association has issued a 
comprehensive 107-page survey entitled 
“Gas Requirements and Supplies of the 
Gas Utility and Pipeline Industry.” This 
is the second comprehensive forecast of 
regional gas requirements and supply, be- 
ing basically a continuation of the survey 
initiated in December, 1951, by the gas 
planning division of the Petroleum Ad- 
ministration for Defense. Direction of the 
new program has been provided by a spe- 
cial subcommittee of the committee on 
economics, consisting of industry repre- 
sentatives from important gas-marketing 
areas. It is hoped to make this an annual 
publication. 
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The present study is somewhat com- 
parable to the semiannual projections for 
the electric light and power industry cur- 
rently prepared by the Cisler committee. 
The foreword of the AGA study states: 


The availability of such statistics 
serves several vital purposes over and 
above possible governmental use. The 
derivation of comprehensive estimates 
of requirements and supplies, by geo- 
graphic area, serves to highlight the 
possible development of gas shortages 
and to orient and substantiate applica- 
tions for increased deliveries to meet 
demands of the household and industry. 
Additionally, such forecasts help to en- 
sure adequate supplies of steel pipe and 
other needed materials by permitting 
suppliers to base their future plans upon 
quantitative and reliable estimates of 
the gas industry’s construction needs. 


HE report, which is based on returns 

from a questionnaire submitted to 164 
gas utilities and pipelines, shows the ac- 
tual or projected annual requirements by 
classes of consumer for 1952-56 (inclu- 
sive), and also the peak-day consumption 
for the heating seasons through the win- 
ter period of 1956-57. It also analyzes the 
existing and planned supply for meeting 
these requirements, forecasts anticipated 
expenditures for new facilities, the amount 
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of steel required, gives data on under- 
ground storage, etc. The number of fu- 
ture residential and house-heating cus- 
tomers and their consumption require- 
ments are estimated, and the amount of 
underground storage which the industry 
hopes to provide (as a means of handling 
the seasonal heating load) is described. 
The forecasts were based on various 
assumptions, including normal weather 
conditions, continuation of general busi- 
ness activity at about the same level as 
currently, etc. It also assumes that neces- 
sary amounts of gas will become available 
from producers for the pipelines, and from 
pipelines for the distributors; in this con- 
nection allowance had to be made for the 
time lag in planning, obtaining regulatory 
approval, financing, and construction. The 
study also assumes that coal and oil prices 
will remain fairly stable; changes in gas 
prices are based on the estimates by each 


7 


individual company. Normal growth is 
expected to continue, although the 
4-year program does not envisage space- 
heating saturation nor conversion of all 
industrial loads to gas. The report con- 
tains additional and more detailed ex- 
planations of the methods used in fore- 
casting. The statistical conclusions of the 
survey may be summarized as follows: 


pone gas sales are expected to rep- 
resent 95 per cent of industry sales 
by 1956; actually, manufactured gas at 
that time will be reduced to only .7 per 
cent of the industry total, the remaining 
4.3 per cent representing the use of nat- 
ural gas for mixed gas. 

By 1956 total natural gas requirements 
for all purposes (see chart and table, pages 
495 and 496) are expected to aggregate 
76.7 billion therms or about one-third 
more than the 1952 amount. Residential 


GAS UTILITY AND PIPELINE CONSTRUCTION EXPENDITURES, 
BY TYPE OF GAS AND BY PLANT FUNCTION, 1952-1956 


(Millions) 





Total 


Forecast Forecast 





Type of Gas and 
Plant Function 


1953 


1954 1955 1956 1953-1956 





Natural Gas - Total 
Production 
Transmission 
Underground Storage 
Other Storage 
Distribution 
General 


All Other Types of Gas - Total 
Production and Storage 
Transmission 
Distribution 
General 


Total Industry - Total 
Production and Other Storage 
Transmission 
Underground Storage 
Distribution 
General 


$1, 291 
142 
802 

38 


269 


$662 
41 


$688 
43 
295 293 
27 15 

1 3 1 
295 289 
2 23 


82 
18 
4 
56 
4 


770 
64 
299 
27 
351 
29 
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ESTIMATED NATURAL GAS REQUIREMENTS IN 1956 


YEAR’S REQUIREMENTS 
JN BILLIONS OF THERMS 


eS 1952 


Residential Residential Commercial. Industrial Miscellaneous + Company Interruptible Unaccounted 


Base Load Space Heating Use (Firm) Sales and For 
Company Use 


PEAK REQUIREMENTS 
IN MILLIONS OF THERMS 


Residential Residential Commercial Industrial Miscellaneous Company’ Interruptible Unaccounted 
Base Load Space Heating Use (Firm) Sales and For 
Company Use 
Source: American Gas Association * winter heating season 
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space-heating demands are expected to in- 
crease 54 per cent, but residential base 
load is expected to gain more slowly (28 
per cent). 

Total residential customers are expected 
to increase to 27,300,000 in 1956, a gain 
of 14 per cent. Of these customers 82 per 
cent will receive straight natural gas. The 
space-heating residential customers are 
expected to total 16,100,000, representing 
a gain of 38 per cent. Of these 15,100,000 
will utilize natural gas. Estimated heating 
saturation of 67.2 per cent is forecast. 

Underground storage in 1956 is ex- 
pected to represent nearly one-quarter of 
total available’ supply, permitting with- 
drawals up to 92,600,000 therms on peak 
days. In Region No. 2 (Kentucky, New 
York, Ohio, Pennsylvania, and West Vir- 
ginia) 53 per cent of peak-day supply will 
then be from underground storage and in 
Region No. 4 (Indiana-Michigan) 46 per 
cent. 

At the end of 1952 about 11,700,000 
homes were heated with gas and it was 
expected that an additional 1,000,000 
would initially heat with gas in 1953. Be- 
cause of the heavy winter heating load, 
four methods have been used to supply 
peak demands: (1) an increase in capacity 


e 


to meet winter demands, with excess gas 
being sold on an interruptible basis when 
not needed for heating usage; (2) above- 
ground storage of liquefied petroleum gas; 
(3) operation of high sru manufactured 
gas plants when needed; and (4) use of 
underground storage facilities located 
near the marketing area. 


(uw first alternative has been widely 
used in areas where winter demand is 
too great to permit solution by LP-G stor- 
age or manufactured gas facilities, where 
no underground storage reservoirs are 
available, and where an adequate demand 
exists for low-cost interruptible service to 
industrial and other establishments. 

Peak shaving equipment is frequently 
used in the initial stage after conversion to 
natural gas and in 1952 supplied about 3 
per cent of the total requirements. This 
percentage is expected to be about the 
same in 1956, although dependence on 
these facilities will lessen in future as the 
major pipelines develop underground 
storage areas. 

Underground storage is, of course, the 
most efficient method if appropriate loca- 
tions are obtainable. Injections into stor- 
age normally begin about April Ist and 


ESTIMATED NATURAL GAS REQUIREMENTS IN 1956 
AND INCREASES OVER 1952# 


Year's Requirements 
In Billions of Therms 


Residential Base Load 

Residential Space Heating 

Commercial 

Industrial 

Miscellaneous 

Company Use (Firm) 

Interruptible Sales and Company Use ... 
Unaccounted for 


1956 


5.4 
15.0 
2.6 


767 


Peak-day Requirements 
In Millions of Therms 


Incr. over 
1952-53* 


Incr. over 
1952 
28% 
54 
35 
39 
D28 
53 
17 
34 


33% 


1956-57* 
25 
190 
48 
81 


6 
18 
6 
11 


385 


*Winter heating season. D—Decrease. **Including net input for underground storage. 
# Excluding natural gas sold for mixing or producing manufactured gas. See Table 8 of “Gas 


Requirements and Supplies.” 
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continue until November Ist, with with- 
drawals occurring predominantly during 
the remaining five months. This permits 
the utility to operate at an improved an- 
nual load factor, and also enables it to 
purchase gas from suppliers at a uniform 
daily amount, thus helping to reduce the 
over-all price. (Many contracts are predi- 
cated on the maximum expected daily 
demand with part of the price based on 
this demand, even where actual receipts 
fall short of the demand quantity; the 
ability to receive and dispose of this total 
contract demand will obviously lower the 
average price paid per MCF.) 

The gas utility and pipeline industry 
expects to spend nearly $# billion for new 
facilities during 1953-56, or an average of 
$800,000,000 annually, 90 per cent of this 
being for natural gas facilities. As shown 
in the table on page 494, over half of the 
latter amount is transmission. 





SOME INDICATORS OF GROWTH 


1953 COMPARED WITH 1940 





19402100 
ELEC. POWER PROD. 


CHEMICALS PROD. 





VISITORS TO 
NATIONAL PARKS 


INDUSTRIAL PROD. 
TOTAL 





CONSTRUCTION 
STEEL PROD. 


ZL. 





TEXTILE PROD. 


POPULATION 














0 
1940 1953 
Source, Cleveland Trust Co., Business Bulletin. 
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1953 Utlity Earnings 


| joie figures are now available for the 
earnings of all class A and B electric 
and gas utilities for the calendar year 
1953. For the electric utilities December 
proved a little disappointing, with a gain 
of only 3.8 per cent in net income over the 
previous year; but for the year as a whole 
net income increased 10.4 per cent over 
1952, almost keeping pace with the in- 
crease of 11.3 per cent in net plant invest- 
ment. The number of customers increased 
3.1 per cent, sales of electric energy 7.5 
per cent, and revenues 8.6 per cent. 

The gas utilities made an excellent 
showing in December with a gain of 13.5 
per cent in revenues and 20.4 per cent in 
net income. However, nearly half of the 
month’s gain in net income was due to a 
reduction of federal taxes, presumably on 
year-end adjustments. For the calendar 
year net income gained 9.6 per cent al- 
though revenues were up 19.2 per cent. 
The greatly improved results for the gas 
companies in the past three months pre- 
sumably reflect rate increases which have 
belatedly gone into effect. This seems indi- 
cated by the fact that December sales in 
cubic feet gained only 6 per cent over 
December, 1952, as compared with the 
13.5 per cent increase in revenues. Colum- 
bia Gas has finally been able to obtain 
much needed rate increases from the Fed- 
eral Power Commission and adjustments 
have been made for other companies. 


* 


Refunding 1953 High 
Coupon Issues 
) gro the first half of 1953 the sharp 
rise in interest rates resulted in high 
coupon and dividend rates on a number 
of new issues of bonds and preferred 
stocks. Some $350,000,000 bonds were 
sold with coupons of 33 to 4% per cent. 
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With the reversal of administration policy, 
interest rates have again declined almost 
to the low levels prevailing during the 
Truman régime, thus permmitting the re- 
funding of some of last year’s issues. 
Detroit Edison recently sold $40,000,- 
000 general and refunding 2$s due 1984, 
which were retailed at 994, to refund a 


€ 


similar amount of 3$s issued last May. 
Directors of Long Island Lighting have 
authorized the company to refund two 54 
per cent preferred stock issues totaling 
$20,000,000, which are callable at 103 
and 104, respectively. 

Consolidated Edison proposes to re- 
deem its Westchester Lighting 34s of 1967 


ELECTRIC UTILITY STATISTICS AND RATIOS 


Unit 


Operating Statistics (January) 

Output KWH—Total 
Hydro-generated 
Steam-generated 

Capacity (January) 

Peak Load (November) 

Fuel Use (January) : Coal 


Customers, Sales, Revenues, and Plant (December) 


KWH Sales—Residential 
Commercial 
Industrial 
Miotal, Mack WGC. s0.66s0s0 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Others 


Income Account—Summary (December) 
Revenues—Residential 
ommercial 
Industrial 
Total, Incl. Misc. Sales 
Sales to Other Utilities 
Misc. Income 
Expenditures—Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amortization, etc. ......... 
Net Income 
Preferred Div. (Est.) 
Bal. for Common Stk. (Est.) 
Common Dividends (Est.) . 


Electric Utility Plant (December) 
Reserve for Depreciation and Amort. .... 
Net Electric Utility Plant 


Bill. KWH 
“«“ 

Mill. KW 
“ 


Mill. Tons 
Mill. MCF 
Mill. Bbls. 
Mill. Tons 


Life Insurance Investments (January 1st-February 27th) 


Utility Bonds 
Utility Stocks 
Per Cent of All Investments 


D—Decrease. NC—Not comparable. 
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Per Cent Increase 
Latest Latest 
Month 12 Mos. 


Latest 
12 Mos. 


Latest 
Month 


8% 
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and New York Steam 34s of 1963. The 
company expects to sell a refunding issue 
in the second week of May and hopes to 
effect a saving of one-half of one per cent 
in the interest rate, it is reported. Another 
objective will be to simplify the company’s 
debt structure by substituting one of its 
own bonds for the guaranteed bonds of 
two former subsidiaries (which have since 
been merged with the parent company). 
Utility companies which have a refund- 
ing program in mind should not put off the 
project too long. The bond market re- 
cently has shown some signs of becoming 
“tired,” and some offerings, such as the 
Houston Lighting & Power 3s (offered on 
a 2.9 per cent basis), met with some re- 
sistance from institutional investors. 


+ 
Competitive Bidding Again 
In the Limelight 
HE SEC has proposed that public 


I utilities whose financing is subject to 


e 


regulation at the state level should be ex- 
empt from federal supervision of their 
financing, and a final public hearing on the 
proposal was scheduled for March 31st. 
However, the hearings have resulted in 
broadening the whole issue and renewing 
the historic fight over competitive bidding. 
The firm of Morgan Stanley & Co. has 
filed a brief with the commission urging 
the abolition of compulsory bidding alto- 
gether. On the other hand, Representative 
Louis Heller (Democrat, New York) is 
opposed to any easing of the competitive 
bidding rule as contrary to the purpose of 
the Public Utility Holding Company Act. 
Robert R. Young has also entered the 
picture recently, in connection with his 
fight to gain control of New York Central. 
Full-page ads in the New York papers 
over the name of Alleghany Corporation 
have described the benefits claimed for 
competitive bidding. However, the issue 
now before the SEC is very simple—it is 
an effort to eliminate double regulation. 


DATA ON ELECTRIC UTILITY STOCKS 


3/24/54 
Price 
About 


37 
9 


Div. 
Rate 
$1.64# 
.90 
1.12 
1.50b 
1.80 
1.28 
2.80 
.60 
1.60 
2.00# 
70 
1.60 
2.20 
1.20 
1.00# 
1.20 
1.16 
84 
1.00# 
40a 
2.60 
1.20 
1.60 
1.80 
1.00# 
2.40 


American Gas & Elec. ..... 
Arizona Public Service ... 
Arkansas Mo. Power 
Atlantic City Elec. ........ 
Bangor Hydro-Elec. ...... 
Black Enls Po & Lo... 
Boston Edison 

California Elec. Power .... 
Calit, ‘Oregon Pr... ses 
CarolinaP, Gols... s6c000%s 
Central Hudson G. & E. ... 
Central TH E.-& G: ...... 
Central Ill. Light 
Generar, Pe S: coe ees: 
Cent. Louisiana Elec. ..... 
Central Maine Power 
Central & South West .... 
Central Vermont P. S. .... 
Cincinnati G. & E. ....... 
Citizens Utilities 

Cleveland Elec. Illum. .... 
Colorado Cent. Power .... 
Columbus & S. O. E. ...... 
Commonwealth Edison .... 
Community Pub. Service .. 
Concord Electric 


OFPAYNQOQNONONOONNONNOSNOONOON 


Cur- 
rent 
Yield 


44% $2.49** 
: 1.27 


8 


wn 
NWAWDOMWNNNOMWNYUDDWODOAN 


APPUNMNRNANADAANMUM AMMAN pup 
i-*) 


NFDAUN 


Divi- 

dend Mood 

Pay- Bon 
out Rating 


Share Earnings* 

Cur. fo In- 12 Mos. 
Period crease Ended 

6% Dec. 
19 Jan. 
Sept. 
Jan. 
Dec. 
Jan. 
Dec. 
Dec. 
Nov. 
Feb. 
Dec. 
Dec. 
Dec. 
Sept. 
Dec. 
Feb. 
Dec. 
Feb. 
Dec. 
Sept. 
Dec. 
Dec. 
Dec. 
Dec. 
Sept. 
(c) 


>>| >>>>] | >| | | 
iS) os ~ 


>| >> 
B 


19.0 127 
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3/24/54 Cur- Share Earnings* Price- 
(Continued) Price Div. rent Cur. % In- 12 Mos. Earns. 
About Rate Yield Period crease Ended Ratio 


Connecticut L. & P. ...... 17 zg 18 Feb. 
Connecticut Power 41 2.41 Z Dec. 
Consol. Edison 2.94 12 Dec. 
Consol. Gas of Balt. ...... 1.74** D4 Dec. 
Consumers Power 3.16 Dec. 
De 4 re 2.63 Dec. 
oe es oe ae 1.85 5 Jan. 
Detroit Edison 1.93 Jan. 
Duke Power 3.11 Dec. 
Duquesne Light 2.22 Dec. 
Eastern Util. Assoc. ...... 2.42 Jan. 
Edison Sault Elec. ........ Je Sept. 
EI Paso Electric 217 Jan. 
Empire Dist. Elec. ......... 212 Dec. 
Fitchburg G. & E. ....... 2.80 Dec. 
Florida Power Corp. ...... 1.89 Dec. 
ECT IEY, oy Ja) CS pears 3.07 Dec. 
General Pub. Util. 2.30 Dec. 
Green Mt. Power 1.83 Sept. 
isolt States Ub. .......... 1.87 Jan. 
Martterd G.55. 50600000 3.29 Dec. 
EPS LD 2 [aaa 2.71 (c) 
Houston 1.8 P.. .s.2.c00% 1.92 Feb. 
Honsatomic P. S. ......... US? (c) 
Idaho Power 3:30 Dec. 
Illinois Power 2.77 Jan. 
Indianapolis P. & L. ...... 3.11 Sept. 
Interstate Power 91 Dec. 
IOUEy, 8) O) BL? eee 1.63 Jan. 
EES Ub Cl. 2) Os Nov. 
Iowa Power & Light Dec. 
Iowa Pub. Service Jan. 
Iowa Southern Util. ...... Jan. 
Konsas (ity Pome fs. <.2: Dec. 
Kansas Gas & Elec. ...... Jan. 
enibaG PP Gr Eo. 6c sass Dec. 
Kentucky Utilities Dec. 
Lake Superior D. P. ...... Dec. 
Lawrence Electric (c) 
Long Island Lighting Dec. 
Louisville G. & E. ........ Dec. 
Dowel Baer TE. si cccesees (c) 
Lynn G. & E. Dec. 
Madison G. & E. ........ (c) 
Maine Public Service Jan. 
Michigan G. & E. Sept. 
Middle South Util. ....... Jan. 
Minnesota P. & L. Jan. 
Bites. Valley ©: Ds wss0s Feb. 
oe hs Ce Dec. 
Missouri Utilities Dec. 
Montana Power Jan. 
Mountain States Pr. ...... Dec. 
New England Elec. ....... Sept. 
New England G. & E Jan. 
New Orleans P. S. ....... Nov. 
Newport Electric Jan. 
N. Y. State E.& G....... Jan. 
Niagara Mohawk Power .. Dec. 
Northern Ind. P. S. ....... Jan. 
Northern States Pr. ...... Dec. 
Northwestern P. S. ....... Dec. 
Ohio Edison Feb. 
Oklahoma G. & E. Jan. 
Otter Tail Power Jan. 
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: 3/24/54 : Cur- — hare es F Smo 
(Continued) About | Ae te Saw nee ee 
3.12** Dec. 
73 Dec. 
3.09 Feb. 
2.13 Dec. 

Dec. 
Jan. 
Dec. 
Dec. 
Dec. 
Jan. 
Feb. 
Sept. 
Jan. 
Dec. 
Sept. 
Dec. 
Jan. 
Jan. 
Dec. 
Dec. 
Nov. 
Feb. 
Jan. 
Jan. 
Feb. 
Jan. 
Jan. 
Jan. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Jan. 
Dec. 
Feb. 
Tan. 
Dec. 
Nov. 
Jan. 
Dec. 
Sept. 
Dec. 


ot 
iS) 


Pacihe G16. ok. cic e% 
LoS Cat Cr 
Penn Power & Light 

Penn. Water & Power .... 
Philadelphia Elec. ........ 
Portland Gen. Elec. ....... 
Potomac Elec. Power 

Pub: Serv: of Colo, ....... 
Pub; Serv: Bae G: ...... 
Public Serv. of Ind. 

Public Serv. of N. H. ... 
Public Serv. of N. M. ... 
Puget sound P.w L. ..... 
Rochester G. & E. ........ 
Rockland L:. & P. ........ 
St JGsepn i, GOR, is ce cess 
San DiegoG, © By ........ 
Sierta Pace Pr... sc.s 
So. Calif. Edison 

So. Carolina E. & G. ...... 
Southern Colo. Pr. 
Southern Company 

So; Indiatia.-G. @ E. ....: 
Southern Utah Power .... 
Southwestern E. S. ....... 
Southwestern P. S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 

Tucson G, Bob. PP. . 5... 
Union: Elec; of Mo:. .....: 
United Illuminating 
Upper Peninsula Pr. ...... 
Utah Power & Light 
WATCHIa) is ECR. sca 000' 
Washington Water Pr. .... 
West Penn Elec. .......... 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ...... 
Wisconsin Elec. Pr. ...... 
Wasconsin 2. 0 Los ses. 
Wisconsin Pub. Ser. ...... 
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Averages 


Foreign Companiest}} 

American & Foreign Pr. .. $ .60 09 2. » Sept. 
Brazivan Trac, L.& P. ..... .03b 4 (c) 
British Columbia Pr. ...... 1.00 : : Sept. 
Gatineau Power 1.20 : 1.62 (c) 
Mexicai te Gt Pe cscs. os « — _ _ 
Quebec Power 1.20 s 1.57 Dec. 
Shawinigan Water & Pr. .. 1.45 : 2.26 Dec. 


69 
74 
76 
64 


>rO>> rn 
_—_ — 

Fieed.coell Wb sect cna 
NS | NOND 


B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. NC—No comparable figures available. *If additional common 
shares have been recently offered, earnings are adjusted to give effect to the offering. Percentage change is 
in the net income available for common stock. Tax savings resulting from accelerated amortization of de- 
fense facilities are excluded (when separately reported). **Based on average number of shares. a—Also 
regular annual 3 per cent stock dividend, which is included in the yield. b—Also 5 per cent stock dividend. 
c—Calendar year 1952. #—Also occasional stock dividends. +Estimated (rate irregular or includes extras). 
tfWith exception of American & Foreign Power, these stocks are also listed in Canada, and the Canadian 
prices are here used. (Curb prices are affected by exchange rates, etc.) 
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Urban Transit Control and Financing Trends 


oe and prospective developments 

in the field of urban transit regulation 
and financing, as reported from state capi- 
tals and municipalities throughout the 
country, include the following: 


California 


Seriousness of the problems confront- 
ing transit operations was stressed by 
Verne Scoggins, member of the California 
Public Utilities Commission, in a recent 
address in Stockton. He asserted: 


To put it bluntly, the transit industry 
is caught in a vicious circle, with no 
escape in sight. People have been chang- 
ing their shopping habits and their trav- 
el habits, just as they have changed their 
home routines with the advent of tele- 
vision. 

As a result of this transition, the 
established transit companies have been 
parading to the commission seeking re- 
lief. For the most part, they have acted 
in desperation. 

We have reached a point in this 
transition where proof is abundant that 
when fares increase, the number of pas- 
sengers decrease. When there is a de- 
crease in passengers in these days of 
rising costs, the transit company has but 
two alternatives—to return to the com- 
mission and ask for another increase 
or request permission to curtail service. 
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If either request is granted, three 
things usually happen : The public is fur- 
ther inconvenienced. More privately 
owned automobiles pour out onto our 
streets and highways during the rush 
hours. And, lastly, the company experi- 
ences a further decline in business and 
prepares to start around the circle again. 

The commission believes there is need 
in every community for a re-evaluation 
of the rdle of private transit companies. 


Advocating community interest in the 
problem, Scoggins noted that the commis- 
sion has been urging a co-operative ap- 
proach to mass transportation problems in 
the state, adding that the state legislature 
also has shown an interest. Scoggins said 
the problem exists not only in Stockton, 
but in Fresno, Sacramento, Oakland, 
Berkeley, and many other cities. 


Colorado 


Nn Denver, where fares recently were 

boosted to 15 cents or four tokens for 
55 cents, the Denver Tramway Corpora- 
tion announced service improvements on 
six existing lines and inauguration of a 
new route in southwest Denver, effective 
March Ist. 

A company spokesman said the im- 
provements would be effected with equip- 
ment already owned by the company, well 
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in advance of delivery of a fleet of 50 new 
diesel busses, purchased for $1,000,000. 

Scheduled for delivery on or before 
June 1st, the new busses will be used to 
implement an order by the state public 
utilities commission for the company to 
add another 440,000 route miles a year 
to its system by July Ist. 

In granting increased Denver fares, the 
commission said they should give the com- 
pany a 6.93 per cent rate of return on a 
$12,000,000 “fair value” of the company’s 
property. 

Connecticut 


peng A. Rust, president of the Connecti- 
cut Railway & Lighting Company, re- 
cently announced his company would seek 
a bus fare increase in Waterbury because 
“we’re going broke.” He said the com- 
pany would ask the state public utilities 
commission to abolish the present 124-cent 
token and allow a flat 15-cent cash fare 
with a few isolated exceptions. The pro- 
posed fare boost would be the company’s 
third since 1945. 


Massachusetts 


A BILL backed by Governor Herter to 
assess fixed charges of the deficit- 
burdened Boston Metropolitan Transit 
Authority permanently on the 14 cities 
and towns in the transit district, and to 
change the law so that this portion of the 
debt will not be considered in fixing fares, 
was favorably reported to the Massachu- 
setts legislature by its committee on metro- 
politan affairs. 

The biil was revised by the committee 
to provide that if in future years the fares 
bring in revenue in excess of operating 
costs, this money may be used to reduce 
the annual fixed charges. There is a stipu- 
lation that the MTA amass a surplus of 
$2,000,000 before any money can be uti- 
lized to cut either the fixed charges or the 
fares. 


If the bill is enacted by the legislature, 
it would be a major victory for Herter, 
since it would mean that only a minor fare 
increase would have to be imposed to meet 
current operating losses of the road. A 
boost of 14 cents to bring the average fare 
to 16% cents is being considered, a sched- 
ule that would apply to tokens. Cash fares 
would be 20 cents. 

Passage of the legislation, for the pres- 
ent, would mean nothing to the communi- 
ties in the transit district as far as their 
tax rates are concerned. Under existing 
law, they must pay a proportional percent- 
age of the fixed charges as well as the 
operating deficit. To these communities, 
the bill is only a bookkeeping maneuver. 

To trustees of the MTA, the bill means 
that they must assess a fare increase only 
on the basis of a $3,000,000 annual loss 
(using the 1953 deficit figures as a basis) 
rather than about $9,000,000. 


A favorably reported by the same 
legislative committee was a bill aimed 
at diverting $2,000,000 a year from state 
gasoline tax revenue to reduce the MTA 
deficit. 

A record $9,200,000 deficit was piled up 
by the MTA last year, the state tax 
commission estimated early this year as 
it advised assessors of the 14 cities and 
towns within the transit district that they 
would be assessed for this staggering loss, 
an unofficial figure $1,381,000 greater 
than the deficit suffered by the road in 
1952. 

In 1952, however, a favorable court 
decision on federal income taxes and a 
$100,000 dividend on workmen’s compen- 
sation insurance reduced the total deficit 
by $1,176,171. 

The 1952 actual operational loss was 
$9,005,216—slightly under $200,000 less 
than last year’s estimated deficit. 

Shouldering nearly two-thirds of the 
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burdensome transit deficit this year, Bos- 
ton will reimburse the state slightly more 
than $6,000,000 for this single item. It 
will account for approximately $4.20 in 
the city’s tax rate. 

Part of the 1953 deficit is $800,000 in 
payment on the principal of the huge bun- 
dle of outstanding debts of the MTA. The 
remaining $8,400,000 deficiency repre- 
sents operating losses and interest on debts, 
according to tax commission figures. 


Mississippi 


| state supreme court recently ruled 
that the Jackson City Lines have full 
rights to operate in Jackson without com- 
petition from a line that has no franchise. 

The high state court rejected the con- 
tention of J. R. Payne, Jr., operator of 
two bus lines, that any person has the 
constitutional right to operate a bus line 
over city streets. 


New York 


oo pointing out that city-owned 
lines this year would produce an esti- 
mated surplus of about $4,500,000 if the 
city is not forced to agree to the pay and 
other increases demanded by its labor 
force, the New York City Transit Author- 
ity warned of the prospect of a future 
deficit if matters continued as at present. 

The authority said, however, that it was 
determined not to increase the fare above 
the present 15 cents. It pointed to the an- 
nual loss of about 2 per cent of its pas- 
sengers, which, it declared, is the common 
experience through the nation. 

The authority described the demands of 
labor unions for higher pay and other 
benefits as “utterly fantastic.” Proposals 
by the Transit Workers Union would in- 
crease costs by about $85,000,000 and by 
the Amalgamated Association of Street, 
Electric Railway, and Motor Coach Em- 
ployees about $99,000,000. 
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Ohio 
OTERS of the city of Columbus will 
be asked at the November election to 
approve a cost-of-service franchise and 
give the city council the right to award it 
to any qualifying company. 


Texas 


f pena fare problems were turned 
over by the Dallas city council to a 
five-man committee of councilmen and an 
advisory committee of businessmen. 

The council’s action came after the Dal- 
las Railway & Terminal Company peti- 
tioned to negotiate another fare increase 
and asked for elimination of its city gross 
receipts tax payments. The action was a 
departure from usual procedure in utility 
matters, which generally have been re- 
ferred directly to City Public Utilities 
Supervisor J. W. Monk for recommenda- 
tions. 

Although it did not request a specific 
increase, DR&T asked to negotiate with 
city representatives for a schedule that 
would produce $8,958,412 gross revenues 
this year and $9,017,412 next year. The 
company also proposed to “streamline” its 
service by replacing all streetcars within 
two years through addition of 125 new 
busses at a cost of $2,500,000, but it said 
a fare increase would be needed regard- 
less of this planned expansion. 

The transit firm’s request said DR&T 
would be $600,412 short in its depreciation 
and return funds this year and $821,412 
short next year if it continues under the 
present system. It was the eighth time since 
1946 that the firm has sought higher basic 
fares, with seven basic increases granted. 
Last year, the present city council refused 
the firm’s request to increase cash fares 
from 15 cents to 20 cents, but granted a 
5-cent zone fare and the weekly $1.25 
“pass” system. 

Since the system was started in 1943, 
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DR&T has paid $2,200,000 in gross re- 
ceipts taxes to the city. Last year, it paid 
$319,367 and estimates for the next two 
years total $582,000. 

Should these substantial payments be 
lost, it was reported that Dallas would be 
faced with raising the tax rate between 
3 and 4 cents, the amount needed to make 
up the lost revenue. DR&T pays 4 per cent 
of receipts from bus operations and 2 per 
cent on streetcars. 

The company labeled the tax a “privi- 
lege tax,” a privilege for using streets used 
by DR&T’s “most formidable competi- 
tion,” the 257,000 passenger cars regis- 
tered in Dallas county. 


Utah 


Ke Baie state public service commission 
has under consideration an applica- 
tion by Salt Lake City Lines for increased 
rates. The proposed schedule would in- 
crease the present single-trip fare from 10 
cents to 15 cents, provide for two tokens 
for 25 cents, eliminate student fares of 5 
cents, continue the present fare for chil- 
dren under 12 at 5 cents, and eliminate 
weekly passes which now cost $1.75. 

The company’s case for the increase was 
based on continued declining patronage 
and revenues. Calvin L. Rampton, com- 
pany counsel, told the commission that 
revenues for the period from last August 
Ist through December showed a decline 
of 12.18 per cent and that February reve- 
nues showed a decline of 12.5 per cent. 
Rampton pointed out that the company, 
in its projection of revenues at hearings 
last fall, estimated a decline of only 10.39 
per cent. 

The company has been operating in the 
red during February, Rampton declared, 
with operating cost per mile being 42.55 
cents and the revenue 42.27 cents. 

D. S. Peck, regional manager for Na- 
tional City Lines, which owns Salt Lake 
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City Lines, said that operating revenues 
for January amounted to $142,743 and 
operating expenses, including taxes, to 
$139,964, which left an income, after add- 
ing $189 of nonoperating revenues, of 
only $2,968 for the month. 
Virginia 

| aereteenaptn city council was petitioned 

by the Virginia Transit Company for 
a 15-cent cash fare and a decrease of 40 
per cent in the gross receipts tax imposed 
by the city. Present cash fare is 13 cents 
with four tokens for 50 cents. The com- 
pany also requested that the weekly pass 
be increased from $2.25 to $2.50, and that 
the price of school tickets be increased 
from 20 tickets for $1.25 to 20 tickets for 
$1.50. 

Lee F. Davis, vice president and man- 
ager of the Richmond division of VTC, 
said there had been a steady decline in the 
number of revenue passengers since Janu- 
ary 1, 1953. He said the number of pas- 
sengers in 1953 declined by 3,662,178, or 
8 per cent, from the number carried in 
1952. 

Since 1949, when the peak number 
of 81,000,000 passengers was carried, the 
decline in riders through 1953 was 48 per 
cent, he added. 

The requested reduction of gross re- 
ceipts rate from 5 to 3 per cent would 
cost the city treasury some $95,000 on the 
basis of collections from this source of 
$238,806.69 for the fiscal year ended June 
30, 1953, it was reported. 

Rate increases were granted in 1948, 
1949, and 1952 when it was shown that 
riders declined and the cost of operation 
increased. The city council indicated that 
it felt the company was entitled to a fare 
that will give a fair return. At this writ- 
ing, a reappointed transit committee, 
which worked on the VTC case a year ago, 
had the company’s petition under study. 
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Washington 


EATTLE Transit Commission Chairman 
Willard Maxwell said the Seattle 
Transit System faces a $650,000 deficit 
this year on the basis of present fares, but 
it plans changes to assure at least a “‘break- 
even” operation. 

Maxwell said that one big change will 
be adoption of a zone-fare plan to “re- 
late fares to length of ride,” adding that 
other steps planned by the commission in- 
clude : purchase of new equipment ; request 
relief from the $200,000 annual occupa- 
tion tax which the system now pays to the 
city ; “do an aggressive selling job through 
advertising and promotion”; and “effect 
economies in operations wherever possi- 
ble.” 

The’ threatened $650,000 _ deficit 
stemmed from an 11-cent-an-hour wage 
increase granted employees in November, 
Maxwell said, noting that comparable 
wage increases were granted other city 
employees. While the system has set aside 
$4,300,000 to replace equipment as it 
wears out, Maxwell said, it would be 
“folly to use this money to meet annual 
operating deficits.” 

The chairman’s statement followed a 
transit system report which showed that 
the system carried 11.55 per cent fewer 
revenue passengers last year than in 1952. 

West Virginia 
HE state public service commission 
authorized a 5 per cent increase 
in intrastate fares on all except four of 
Consolidated Bus Lines’ routes in southern 
West Virginia, effective February 23rd. 

The commission authorized higher 
fares on all routes except those between 
Logan and Huntington, Bluefield and 
Welch, and Williamson and Welch. 

The minimum increase will be 5 cents, 
under the commission’s order, except that 
existing 10-cent fares will remain un- 
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changed where a passenger does not ride 
more than two miles. Fare boosts ranging 
from 10 to 25 cents on the four routes 
exempted in the order were made perma- 
nent under a commission order last April, 
when Consolidated sought a general in- 
crease. 

While the case was pending, interim in- 
creases were authorized on the four routes. 
The commission made the interim rates 
permanent last April, but dismissed the 
general increase case. Consolidated again 
asked for a general increase, when it said 
that business conditions in its coal field 
territory were bad and declared that the 
increases granted in April had failed to 
yield the additional revenue anticipated. 

Wisconsin 

| pm stelor the Transport Company’s 

application to the state public service 
commission for a substantial new fare in- 
crease in Milwaukee, Mayor Zeidler an- 
nounced he would appoint a special com- 
mission to investigate the city’s transit 
problems. 

Contending that it was entitled to and 
must receive a 7 per cent net return on its 
rate base to provide adequate service, the 
utility said that its estimated 1954 net op- 
erating revenues would be only $85,769, 
which would be a net return of .58 of one 
per cent. 

John H. Lucas, company president, said 
the company would have to earn a net re- 
turn of approximately $1,025,000 to show 
a 7 per cent return on its base. Last May, 
the company applied to increase its weekly 
pass from $2 to $2.25 and to increase its 
cash fare from 15 cents to 20 cents. The 
commission in November approved a 10- 
cent increase in pass prices but left the 
cash fare at 15 cents. 

Lucas said that the “rates approved in 
November have proved to be too low. Our 
gross revenues have been dropping at the 
rate of $1,400,000 a year. If we are to 









ide 
ng 
tes 
la- 











continue to give Milwaukee good trans- 
portation service, we shall have to have 
more revenue.” 

His only indication of what he believed 
the rates should be was his criticism of the 
commission’s failure to grant the 20-cent 
cash fare last year. “If Milwaukee is to 
have public transportation comparable to 
that in other cities this size, it will have to 
pay what they pay for the service,” Lucas 
said, adding that other cities with a 20- 
cent cash fare included Chicago, Minneap- 
olis, Kansas City, St. Louis, Detroit, Cin- 
cinnati, Seattle, and Pittsburgh. 


Zz, EIDLER and City Attorney Walter Mat- 
tison said continued increases in rates 
would not help. ‘““The Transport Company 
already has lost one-third of the riders it 
had in 1945,” Mattison said. “Raising 
rates .. . would simply mean that mass 
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transportation would be priced out of the 
reach of the average patron. We think 
service could be vastly improved. Ways 
could be found of making mass transporta- 
tion more attractive. The damage already 
done by fare increases has been almost 
disastrous.” 

“The time has come,” Zeidler said, 
“when the whole question of mass transit, 
as related to the use of private motor ve- 
hicles, must be studied. 

“We are going to spend considerable 
sums for parking lots in the downtown 
district and at other major points of con- 
gregation. But the problem cannot be 
solved exclusively by providing parking 
facilities for private automobiles. 

“What is happening is that we are kill- 
ing the vital function of public transporta- 
tion. It is only a stand-by service for 
many, but it is the only service for some.” 





Industry Handles the Load 


HE article of Clarence A. Davis, en- 

titled “A New Look at Federal Power 
Policy,” is encouraging in many ways to 
those who hope the destruction of govern- 
mental competition will cease soon. However, 
there are some disturbing fallacies taken for 
granted in it. Mr. Davis said, “it must be re- 
membered many of these projects are of such 
financial magnitude that they are beyond the 
capacity to finance of any company or agency 
except the federal government.” This is not 
true. In fact the utility industry in many 
quarters has just breathed a sigh of relief 
that such an excuse for socialism in govern- 
ment had been completely disproven. OVEC 
is being privately financed for some $420,- 
000,000, and even larger projects can be so 
financed. 

In the telephone business AT&T just sold 
about $600,000,000 debentures (not even 
mortgage secured). 

—Rosert A. GILBERT, 
Manager, utility division, National 
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Securities & Research Corpora- 
tion, New York 5, New York. 


So) 
On the New Format 


WANT to take this opportunity to congratu- 

late you and the ForTNIGHTLY staff on 
your 25th anniversary. During the years the 
ForTNIGHTLY has supplied an excellent serv- 
ice to the public utility industry and has at- 
tained an enviable position of eminence and 
reliability. 

We here at NAEC are particularly pleased 
with your new format and make-up. It cer- 
tainly makes a most readable “product,” com- 
plete with your larger sketches and depart- 
ment arrangements. 

We wish you many, many more years of 
continued success. 

—P. L. SmirH, 
President, National Associa- 
tion of Electric Companies, 
Washington 6, D. C. 
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President Signs Gas Carrier Bill 


eo ennene Eisenhower reasserted his 
preference for state over federal con- 
trols “wherever possible” in signing a bill 
recently banning federal regulation of 
pipeline carriers transporting natural gas 
within a state’s boundaries. 

The legislation, hotly contested in Con- 
gress for nearly a year, delegates to state 
regulatory commissions the authority now 
held by the federal government over gas 
rates and services. 

The bill was passed by the House last 
summer and by the Senate on March 15th. 
Senator Thomas Burke (Democrat, 
Ohio), a leading opponent, contended 
during Senate debate that it would cost 
consumers millions of dollars by placing 
some distributors under state regulation 
instead of under the Federal Power Com- 
mission. Senator John W. Bricker (Re- 
publican, Ohio) replied that Congress, in 
passing the Natural Gas Act, never in- 
tended that the commission should regu- 
late utilities within state lines, but a 1950 
Supreme Court decision threw doubt on 
this conclusion. 

Apparently mindful of the division of 
opinion in Congress, the President issued 
a statement saying he had signed the bill 
because of his conviction that the interests 
of the individual citizen would be “better 
protected when they remain under state 
and local control than when they are regu- 


APRIL 15, 1954 


The March of 
Events 


lated or controlled by the federal govern- 
ment.” 

“I shall support state regulation of 
functions and matters which are primari- 
ly of local concern whenever possible and 
when not contrary to the national inter- 
est,” he said. 


FPC Approves Contracts 


HE Federal Power Commission last 

month approved for an interim pe- 
riod ending December 19th rates for elec- 
tric energy provided in 20-year contracts 
between the Bonneville Power Admin- 
istration and five Pacific Northwest utility 
companies. The utilities are Portland Gen- 
eral Electric Company, Pacific Power & 
Light Company, Mountain States Power 
Company, Washington Water Power 
Company, and Puget Sound Power & 
Light Company. 

The contract states Bonneville is un- 
able to supply the full firm purchased 
power requirements of the five utilities. 
They say the power to be made available 
to the companies during each month of the 
contracts will be determined by a supply 
schedule to be prepared each year by the 
Bonneville Administrator. 

The rates and charges consist of Bonne- 
ville’s rate schedule of $17.50 per kilowatt 
year applied on a monthly basis to the 
allotted demand. 
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TVA Fiscal Reforms Snagged 


| nae changes designed to put TVA 
on a “paying basis” were knocked out 
on point of order during passage by the 
House late last month of the Independent 
Offices Appropriation Bill, 1955. As re- 
ported by the House Appropriations Com- 
mittee, the TVA section of the bill would 
have required TVA to pay interest on 
funds advanced by the Treasury and used 
to construct power facilities. The lan- 
guage of the provision stated that TVA 
must “pay each year, to miscellaneous 
receipts of the Treasury from its power 
revenues, an amount of interest equal to 
the amount of interest the Treasury must 
pay on moneys appropriated to the TVA 
for such purpose.” 

This proposal ran into trouble in the 
House Rules Committee where it became 
entangled with similar efforts to restore 
public housing funds. Caught in an un- 
usual crosscurrent of left-right senti- 
ment, points of order were allowed to be 
made against both (TVA and housing) 
provisions. 

Another TVA reform would have re- 
stored rate-fixing control to TVA’s power 
consumers. This likewise went out of the 
bill by point of order. The House Appro- 
priations Committee favored such a 
“home rule” rate-making provision in the 
belief that it is not good policy for TVA 
to “interfere in the business of munici- 
palities and local units of government.” 
The interest proposal followed long-range 
recommendations by President Eisen- 
hower in his Budget Message. 

The action of the House does not fore- 
close further efforts to reform TVA’s 
financial practices. 


Sabotage Law Change Asked 


enema GENERAL Brownell recently 
recommended that Congress broaden 


the sabotage laws in two aspects: (1) the 


definition of “war utilities” and “‘national 
defense utilities,” as well as other defini- 
tions; (2) the broadening of the defi- 
nition of sabotage to include destructive 
actions by means of radioactive, biologi- 
cal, or chemical agents. 

On the first of these points, the posi- 
tion of most utility companies will not be 
changed. They were already included, 
along with gas, electric, water, and other 
utilities in the original provision of the 
United States Code relating to the crime 
of sabotage. The only thing the Attorney 
General asked for, which would be actu- 
ally new under this heading, would be the 
inclusion of airfields, air lanes, and avia- 
tion facilities generally. 


Utility-U. S. “Partnership” 

Proposed 

A“ type of “partnership” between 

the federal government and _ local 

agencies for building the 1,105,000- 

kilowatt John Day dam on the Columbia 

river between Oregon and Washington 

was proposed recently by the Portland 
General Electric Company. 

The company wants local public and 
private power ggroups to advance the 
government about $164,000,000 toward 
the $320,000,000 project cost. Congress 
would be asked to appropriate an addi- 
tional $120,000,000, which local partners 
would pay back over a 50-year period 
under a contract for purchasing John 
Day power. Another $36,000,000 figure 
would be a nonreimbursable federal ex- 
penditure allocated to navigation. 

The government would build, own, and 
operate the dam. Rates would be suffi- 
cient to amortize the operating agency’s 
bonds over a 35-year period and the gov- 
ernment’s investment in joint facilities in 
fifty years. 

The project could be started in 1955 
and would require six years to complete. 
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Georgia 


Transit Purchase 
—~ company which will have five 
public representatives on its 12-mem- 
ber board of directors recently announced 
plans to purchase the Atlanta Transit 
Company for $5,000,000. The sale of At- 
lanta’s street bus and railway system to 
Atlanta Transit System, Inc., is subject to 
approval of the state public service com- 
mission. 
The attorney for the company said the 
sale would relieve the system of about 


» 


$200,000 a year in federal income taxes 
by allowing depreciation deduction based 
on full value of the equipment. He said 
this sum could be used to replace equip- 
ment without increasing fares or reducing 
state and city taxes. 

The attorney said he and one other 
stockholder of the old company, five stock- 
holders of the new company, and five pub- 
lic representatives who own no stock in 
either, would be elected directors of the 
new company. 


Illinois 


Busses Roll Again 
— were back on the streets of Gales- 
burg recently after nine days of idle- 
ness in government-padlocked garages. 
Kewanee City Lines, under temporary 
authority from the state commerce com- 


a 


mission, restored the transit service. 

The city of 32,000 was without bus 
service after Internal Revenue agents had 
locked up the busses on failure of the 
Galesburg Safety Route, Inc., to pay some 
$14,000 in taxes. 


Kentucky 


Co-op Gets Bigger Generator 


HE East Kentucky Rural Electric 

Co-operative Corporation recently 
received from the state public service com- 
mission authority to install a new 66,000- 
kilowatt generator at its power plant in 
Clark county. 

The unit would be a stubstitute for 
a 40,000-kilowatt generator previously 
approved. 

The co-op said in its application that 
the higher generating capacity was needed 
because of increased demands of its cus- 
tomers. The new unit is expected to cost 
$8,490,000. 

There are now two 20,000-kilowatt gen- 
erators at the plant, located at Ford on 
the Kentucky river. These are to be placed 
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in operation early this summer. The pro- 
posed new unit would raise the plant’s 
total capacity to 106,000 kilowatts. 

The commission on March 25th formal- 
ly approved the recent “armistice” be- 
tween Kentucky Utilities Company and 
the East Kentucky Rural Electric Co- 
operative. Under the agreement the two 
power companies will combine their sys- 
tems to distribute electric current to their 
customers. 


Court Upholds Refund Order 


ge totaling an estimated $390,000 
will go to northern Kentucky gas and 
electric customers of Union Light, Heat 
& Power Company under a court of ap- 
peals decision handed down recently. 
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The court upheld an order of the state 
public service commission. It had denied 
the company’s attempt to put the increases 
into effect in March, 1952, after posting 
bond to assure refunds if its requested rate 
boosts later were denied. 

Union proposed rate increases estimated 
by the commission as designed to bring in 
$534,650 yearly from gas customers and 
$392,000 from electric customers. 

The state public service commission last 
month authorized the Union Light, Heat 
& Power Company to accept 1,000 new 
gas customers in the northern Kentucky 
area served by the firm. The utility had 
asked that emergency restrictions against 
taking new customers be eased. 

The Frankfort Kentucky Natural Gas 
Company’s rate increase case has been 
submitted to the commission for decision. 
The utility wants a $59,000-a-year raise in 
rates for gas it retails in Frankfort, Ver- 
sailles, and Midway. 


Governor Vetoes Pipeline Bill 


i Wetherby last month vetoed 
a bill to compel gas pipeline compa- 
nies to furnish upon request service to any 
resident of a county through which the 


Severance Tax Cases Reversed 


O and gas companies removing gas 
from part of the lands of the Barks- 
dale Air Force base near Shreveport are 
liable for severance taxes imposed by the 
state collector of revenue, the state su- 
preme court held last month. 

The court, in the majority opinion, writ- 
ten by Associate Justice Harold A. Moise, 
reversed decrees by District Judge G. Caid- 
well Herget in Baton Rouge. The decree 
ordered the state to refund severance 
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Louisiana 





line passes. The measure, House Bill 217, 
was introduced on February 4th by Rep- 
resentative Smith, Hindman Democrat. 
It was approved 78 to 1 by the house and 
16 to 12 by the senate. 

The bill would have required the person 
requesting gas service to build his own 
connecting line. Rates to be charged these 
customers would be fixed by the state pub- 
lic service commission. 

Wetherby’s veto message said he was 
concerned whether HB 217 was in the 
public interest. His conclusion that it was 
not was based on memoranda from the 
division of fire insurance and rates and the 
commission. Wetherby had asked both 
agencies to comment on the bill. 


Bond Bill Passed 


__ to permit publicly owned utilities 
in cities of the third class to issue 
revenue bonds to finance public improve- 
ments was given final passage by the state 
legislature last month and sent to the gov- 
ernor for signature. 

Also given final state legislative ap- 
proval was a bill to apply the law of con- 
demnation to rights of way needed for 
underground storage of gas. 






taxes which had been paid by the Murphy 
Corporation, and by the Natural Gas & 
Oil Corporation, for gas captured on the 
airfield property. 

Associate Justice Frank W. Hawthorne 
wrote a dissenting opinion in which he 
said the lands from which the gas was 
gathered and from which oil and gas were 
produced “are a part of the Barksdale Air 
Force base, a military air base owned by 
the United States . . . in which the state of 
Louisiana surrendered and granted the 


APRIL 15, 1954 













PUBLIC UTILITIES FORTNIGHTLY 


right of exclusive jurisdiction to the 
United States.” 

Justice Hawthorne said that since the 
United States is vested with the exclusive 


jurisdiction, “the state is without power 
to levy and collect the taxes under the 
holding of the Supreme Court of the 
United States...” 


ie 
Nebraska 


Gas Contract Signed 


amend for the first natural gas 
network to provide power for irriga- 
tion was signed recently at Wilcox in a 
public ceremony. 

Carroll Falk, who has headed the drive 


> 


for irrigation in the area, said the con- 
tract with the Kansas-Nebraska Natural 
Gas Company would be for “approxi- 
mately eight miles of gas line extending 
from Axtell south to the Wilcox village 
limits. The potential for the area is 28 
wells, Falk said. 


Pennsylvania 


Increased Gas Rates Filed 


HE United Natural Gas Company on 

April 1st filed with the state public 
utility commission a new schedule of rates 
for natural gas service to homes, stores, 
institutions, and industries. The new 
schedule represents a 15 per cent increase 
in revenues derived from gas service which 
the company renders to more than 79,000 
customers in 13 northwestern counties of 
the state. It would become effective for the 


oa 


first full month of gas service rendered 
after May 31, 1954. 

Two classifications of gas service cus- 
tomers are set up in the new rate schedule. 
The minimum monthly charge is increased 
75 cents for customers who do not use gas 
for space heating and an additional 75 
cents per month for those who do use gas 
for space heating. The greater cost in the 
minimum bill for the space-heating cus- 
tomer is to provide for his paying the 
costs created only by this type of service. 


Texas 


Natural Gas Tax Increase 
Approved 

. Texas house tax committee ap- 

proved a bill to collect $25,600,000 
more annually on state natural gas, corpo- 
rate franchise, and beer levies. The pro- 
posed bill makes the natural gas levy a 
production tax, rather than a “gathering” 
tax as originally suggested by Governor 
Shivers. 

The production tax as proposed would 
be 9.06 per cent of the market value of 
the gas at the well. The present production 
tax on natural gas at the well is 5.72 per 
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cent of the market value. The increase 
would raise an estimated additional $14,- 
000,000 annually for the state. 

The franchise tax, under the proposed 
measure, would be increased from the cur- 
rent $1,000 of corporate assets to $2 per 
$1,000, hiking revenues from this source 
by an estimated $8,600,000 a year. 

The house revenue and taxation com- 
mittee also approved another natural gas 
tax bill by an 8-to-7 vote. But it was under- 
stood that this bill was intended as a ve- 
hicle for a court test instead of a major 
revenue-raising measure at this time. 
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Progress of Regulation 


Federal Water Power Act Did Not Abolish Water Rights 
Granted by State at Niagara Falls 


i he United States Supreme Court has 
affirmed a decision of a federal court 
of appeals (100 PUR NS 350), holding 
that the Federal Water Power Act of 1920 
did not abolish a licensee’s private proprie- 
tary rights, existing under state law, to 
use navigable waters for power purposes. 
The licensee’s water rights, according to 
the court, are rooted in state law, subject 
to the paramount rights of the state and 
nation. 

Both the state of New York and the 
federal government had made limited as- 
sertions of their superior rights at Niagara 
Falls. The state had done so through its 
rental charges and the nation through a 
power project license issued by the Federal 
Power Commission. The court concluded 
that neither, however, had laid claim to 
such an exclusive right to the waters as 
would eliminate to the limited use which 
the licensee was making of them, the gen- 
eration of power. 


Dominant Servitude of Government 


The water rights involved were usufruc- 
tuary rights to use the water for the gen- 
eration of power, as distinguished from 
claims to legal ownership of the water. 
The court concluded that the rights came 
within the scope of the government’s 
dominant servitude, but that the govern- 
ment had not exercised its power to abolish 


them. It recognized the dominant power 
of the federal government over navigable 
streams but said that the exercise of that 
servitude requires specific statutory au- 
thorization. 

But, the court held, neither the act nor 
the license issued under it abolished any 
existing proprietary rights to use the 
waters involved. The act made no express 
assertion of the paramount right of the 
government to use the flow of any navig- 
able stream to the exclusion of existing 
users. In fact, the court said, the plan of 
the act was one of reasonable regulation 
of the use of navigable waters, coupled 
with encouragement of their develop- 
ment as power projects by private parties. 


Licensee’s Amortization Reserve 


The court also held that rental payments 
made for the use of the private water 
rights should be included in the licensee’s 
amortization reserve required under § 
10(d) of the Federal Power Act. The 
amortization reserve serves the function 
of reducing the licensee’s net investment. 
That investment is the measure of the 
amount the United States must pay if it 
decides to recapture the licensee’s plant 
under § 14 of the act. By allowing these 
water right payments as expenses for this 
purpose, the court increases the ultimate 
obligation of the United States. 
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Dissenting Opinion 


Justices Douglas, Black, and Minton 
dissented on the ground that by recogniz- 
ing payments made to a state government, 
the federal government might have to buy 
something it already owns. They pointed 
out that the United States cannot be made 


& 


to pay directly or indirectly for the use 
of the waters of a navigable stream. If 
the licensee must pay for its water without 
being reimbursed by the United States, 
that is the price it must pay for its federal 
license, according to these judges. Federal 
Power Commission v. Niagara Mohawk 
Power Corp. March 15, 1954. 


Book Cost Alone Constitutes Improper Rate Base 


a North Carolina supreme court re- 
manded an order of the North Caro- 
lina commission granting the Southern 
Bell Telephone & Telegraph Company 
a rate increase.-It found that the commis- 
sion did not follow statutory requirements 
in valuing the company’s property. The 
commission had adopted “book cost” or 
“cost less depreciation” as the proper rate 
base. The court said that by accepting 
such value as the rate base, the commis- 
sion necessarily excluded present cost of 
replacement and all other factors from 
effective consideration. 

The legislature, in using the term 
“value” in the statute prescribing rate- 
making standards, was not referring sole- 
ly to the original or replacement cost or 
to the exchange or sales price it would 
command as used property on the market, 
however, the court said. 

It believed that the legislature had ref- 
erence to the value of the property ac- 
tually in useful service. 


Depreciation Allowance 


The court also ruled that the commis- 
sion should make allowance for deprecia- 
tion on actual rather than replacement 
costs. It defined depreciation as the loss 
not restored by current maintenance which 
is due to all the factors causing the ulti- 
mate retirement of the property. The pur- 
pose of the allowance, the court said, is 
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to maintain the integrity of the investment 
to prevent a loss, not to assure a profit. 

The court noted that the depreciation 
rate allowed by the government for income 
tax purposes is not necessarily the proper 
rate to be allowed for rate-making pur- 
poses. It conceded, however, that the prob- 
lem could not be reduced to a mathemati- 
cal certainty. It suggested that the com- 
mission promulgate a schedule of allow- 
able rates of depreciation for rate-making 
purposes which would be fair to all con- 
cerned. However, the court said that was 
a question for the commission to decide, 
stating that the commission might prefer 
to deal with:each case as it arises. 


Return 


The company serves in nineteen states 
and is part of a nation-wide system con- 
trolled by one parent corporation. It oper- 
ates as one corporation. Consequently, the 
company’s financial condition is affected 
by the rates charged, and income received, 
in every state in which it operates. 

The company is in excellent financial 
condition, notwithstanding its net average 
return of only 4.8 per cent. North Caro- 
lina earnings amount to 5.4 per cent, indi- 
cating that the net return in some of the 
other states must be lower than the aver- 
age. The court was not prepared to say 
that a return of 5.4 per cent was inade- 
quate, leaving that for the commission to 
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decide. It did say, however, that a sub- 
stantial differential in the return in the 
various states served by the company 
might be considered some evidence that 


e 


the North Carolina rates are unjust to the 
local public. North Carolina ex rel. Utili- 
ties Commission v. North Carolina ct al. 
January 29, 1954. 


Coin-box Telephone Rates Increased 


HE Kansas commission authorized the 

Southwestern Bell Telephone Com- 
pany to increase rates for coin-box tele- 
phone service in the larger cities, but de- 
nied an increase for that service in the 
smaller communities. The company oper- 
ates 163 exchanges in the state, and these 
are divided into several groupings, primar- 
ily by the number of stations in each city or 
community. The company’s existing sched- 
ules are all predicated on these groupings, 
the rates, on the whole, being the same for 
all cities and communities within each 
group. The commission considered these 
groupings and concluded that it was fair 
and reasonable in the larger cities, where 
the revenue from the so-called pay sta- 
tions is primarily transient, to increase the 
charge from 5 to 10 cents. 


Service Connection and Move Charges 


The company’s attempt to increase its 
service connection and move charges was 
unsuccessful. These charges are nonre- 
curring. The commission recognized that 
the revenue received under existing rates 
for these services does not cover the cost 
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of material, supplies, and labor. At the 
same time, however, it noted that the in- 
creased rates proposed are somewhat 
higher than those in some other states. It 
believed that such charges should be more 
nearly compensatory to the cost of service. 
Therefore, it granted in part and denied 
in part this request for increased rates. 


Capital Improvements 


The company pointed out that it had 
spent large sums for capital improvements. 
The commission admitted that by these 
investments enlarged and improved por- 
tions of service were effected. However, it 
pointed out that the company has not ful- 
filled the demand for service in the state. 
It insisted that the company increase its 
efforts to supply this demand. In this con- 
nection the commission ordered semi- 
annual reports showing the progress in the 
construction program and the extent to 
which the company has been able to in- 
crease service to those desiring service, 
and improve service to present customers. 
Re Southwestern Bell Teleph. Co. Docket 
No. 46,248-U, December 16, 1953. 


Temporary Gas Rate Increase Absorbs Higher Supply Costs 


TEMPORARY gas rate increase was 
granted by the Wyoming commission 


A 


to cover part of the increased cost of 
wholesale natural gas. The company con- 
tended that its sole objective was to be left 
in substantially the same position it was 
in prior to the wholesale increase. The 


515 


rider proposed by the company was not 
designed to improve net earnings or finan- 
cial position. 


Absorption of Increased Costs 


The portion of the rate adjustment the 
company intended to absorb would result 
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in a decrease in present earnings and rate 
of return. The Wyoming commission held 
that the company had made a prima facic 
showing that it could not absorb the total 
amount of the increased cost and continue 
to earn a reasonable rate of return on a 
net investment rate base. 


IVorking Capital 


Agreeing with the company that this 
was not a full-scale rate case, the commis- 
sion commented, nevertheless, on the pro- 
posed working capital allowance as fol- 
lows: 

The company has included in its rate 
base figures plant under construction 
and property held for future use. In de- 
termining the item of working capital 
used in its rate base figures, it has used 
therefor the sum of one-twelfth of its 
annual gas purchases and one-sixth of 
its annual operating expenses, less taxes 
and depreciation. In arriving at the in- 
come tax figures shown on its operat- 
ing statements, it has used therefor the 


& 


sum of its monthly accruals for income 
tax purposes. We again reiterate that 
this is not a full-scale rate case; and we 
do not propose to determine herein the 
exact amount of what we consider legiti- 
mate components or elements of a rate 
base for the company and its respective 
departments. Nevertheless, we are of the 
opinion that the amount of working 
capital used by the company in its rate 
base figures is excessive, considering the 
amount of accrued taxes which the com- 
pany does not have to remit for some 
time after such accruals are made; and 
the fact that plant under construction 
and property held for future use are in- 
cluded therein. 


The increase was designed to cover ap- 
proximately 71 per cent of the increased 
cost. About 29 per cent of the increase, 
the commission felt, could safely be ab- 
sorbed by the company without jeopardiz- 
ing its financial position. Re Cheyenne 
Light, Fuel & P. Co. Docket No. 9248, 
February 19, 1954. 


Federal Power Commission Asserts Jurisdiction over 
Hydroelectric Project 


,  aetaes company with five existing hy- 
droelectric developments in an area 
proposed building a sixth. The new proj- 
ect contemplated using waters from a gov- 
ernment dam. Consequently application 
was made to the Federal Power Commis- 
sion to determine whether the development 
was subject to the licensing requirements 
of the Federal Power Act. The company 
had hitherto relied on departmental per- 
mits for the continued occupancy of the 
waters. 


Commission Jurisdiction Contested 


The company contended that the dam 
was a dual purpose dam for irrigation and 
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power uses, and that, because there could 
be no surplus water until both purposes 
were satisfied, the commission could not 
assert jurisdiction under the provisions of 
§ 10(e) of the act. This section relates to 
annual charges for the use of government 
property. 

Surplus water, commented the commis- 
sion in rejecting the contention, means 
stored water over and above that needed 
for irrigation, and which would otherwise 
flow unused down the main channel of the 
stream. The company’s argument was not 
in accord with the facts. An earlier agree- 
ment between the government and the 
company subordinated the company’s 
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water rights to the needs of the irrigators 
for a stated period and gave the United 
States “first use” of the water. The com- 
pany was entitled to the remaining sur- 
plus. 

The commission could assert juris- 
diction since it had the responsibility of 
fixing reasonable annual charges for the 
use of such surplus water from the gov- 
ernment dam. 


License Requirements 


Moreover, the commission continued, 
the project involved navigable waters of 
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the United States and was, therefore, sub- 
ject to the licensing authority of the com- 
mission. The company could not rely upon 
departmental permits for continued occu- 
pancy. 

The commission decided that a license 
should be issued conditionally. The com- 
pany’s agreement with the government 
adjusting the water rights between power 
and irrigation uses would have to be ex- 
tended to cover the licensing period. Re 
California Oregon Power Co. Opinion No. 
266, Project No. 2082, Docket No. E- 
6390, January 28, 1954. 


Fisheries Successfully Object to Power Project License 


, be United States court of appeals 
set aside an order of the Federal 
Power Commission authorizing an electric 
company to build a power project on an 
Oregon river. State fish and game commis- 
sions had appealed from the order on the 
ground that the project would block the 
upstream passage of anadromous fish 
(salmon and trout) to their spawning 
grounds. The state of Oregon also claimed 
that the commission lacked authority to 
grant the license since the company had 
failed to obtain a permit from the state 
hydroelectric commission and had not 
complied with state Conservation Laws. 

The court held that the regulation of the 
river as it flows through the state is one of 
the powers of the state’s sovereignty and 
includes regulatory powers as to fish in 
state waters. Noting that the United States 
government originally had control of 
waters within the public domain which had 
not been ceded to the states, and that it 
has paramount rights in navigable streams 
under the commerce clause of the United 
States Constitution, the court said that 
Congress has allowed the states within 
which waters flow to regulate them. 
Oregon has adopted the doctrine of bene- 


ficial use and prior appropriation. This 
provides that state waters belong to the 
public and cannot be appropriated without 
the state’s consent. 


Permissive Licenses Proper 


The court said that undoubtedly the 
commission has the legal right to give its 
approval to the project as a whole. It also 
conceded the commission’s right to grant 
a permissive license for the construction of 
the proposed dam upon federal property. 
But, it pointed out, the commission issued 
no mere permissive license. It awarded a 
license purporting to grant the complete 
legal right to construct and operate the 
whole project. The court concluded that 
the commission exceeded its jurisdiction 
in that ownership of the dam site does not 
empower the United States government to 
use the waters of the river, either at the 
site or elsewhere, contrary to Oregon state 
law. In this connection it said: 


It is true that the commission has gone 
a long way toward minimizing the harm 
which may result from the construction 
and operation of the project, but it has 
done so, not as a legal requirement, but 
as a commendable grace which the com- 
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mission accords to the state. The funda- 
mental principle, however, is not 
whether the project will cause large, 
small, or any damage. It is that Oregon 
has the right to regulate its own waters 
in its own chosen way. 


Justice Healy dissented on the ground 
that state laws or objections cannot stand 


as a legal bar to federal authorization of 
a power project which is within federal 
competence and which, in the judgment of 
the Federal Power Commission, will be in 
the public interest and will meet the stand- 
ards specified in the Federal Power Act 
for a comprehensive power development. 
State of Oregon v. Federal Power Com- 
mission, No. 13,345, February 18, 1954. 


Fraud Suit against Electric Company Dismissed 


A industrial customer brought a fraud 
action in the United States district 
court against an electric company. The 
customer claimed that it had been induced 
to withdraw its objections to a rate in- 
crease by the company’s promise to give 
it special rate treatment. The customer 
charged that the company obtained the 
increase but did not live up to its promise. 

On appeal to the United States court 
of appeals, the action of the lower court 
in dismissing the complaint was upheld. 
The proper remedy, thought the court, 
would have been to apply to the commis- 
sion for a rate revision and then appeal 
any adverse decision to the state courts. 

The court saw no necessity for ruling 
on whether the civil action constituted a 
collateral attack upon a commission de- 
cision, but added: 


It is, at least, under the guise of a 


civil action for fraud, an attempt to by- 
pass the commission, which should not 
be permitted. And there are many rea- 
sons justifying the refusal of a federal 
court to interfere, through the instant 
civil action, with the orderly function- 
ing of the machinery set up by South 
Carolina for the control of rates to be 
charged by a public utility. 


The court also noted that another rea- 
son for refusing to allow the suit involved 
the question of damages. The customer 
could not show that the commission would 
have denied the general electric rate in- 
crease if its objections had not been with- 
drawn. 

The application was not uncontested 
since numerous other objectors had ap- 
peared at the hearing. United Merchants 
& Manufacturers, Inc. v. South Carolina 
Electric & Gas Co. 208 F2d 685. 


Suspension of Certificates Contested on Constitutional Grounds 


_ Illinois supreme court upheld the 
constitutionality of a state statute 
providing for suspension of motor carrier 
certificates when habitual violation of the 
maximum weight and load limits is estab- 
lished, in so far as it affects intrastate com- 
merce. 

The statute was held to be invalid, 


APRIL 15, 1954 


however, in so far as it is applicable to 
interstate commerce. The court summa- 
rized its reasons for so holding: 


A federal certificate of convenience 
and necessity to engage in interstate 
commerce does not, of course, imply im- 
munity from the payment of taxes and 
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other valid financial obligations. And so 
it may be that suspension for failure to 
meet obligations of that kind stands 
upon a different footing. But we do not 
see how an adequate national transpor- 
tation system can be maintained if the 
comprehensive transportation network 
which it contemplates is to be subject 
to disruption by state suspension of op- 
erating rights for violation of load limits 
or other traffic regulations. 


The carrier contended that a provision 
of the statute which made ten or more con- 
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victions for load violations within a speci- 
fied time prima facie evidence of habitual 
violations was unconstitutional. Not so, 
decided the court. Merely because the 
statute did not take into account the num- 
ber of miles driven by the respective viola- 
tors did not make it invalid under the equal 
protection clause. Nor does the possibility 
of the carrier’s being faced with the bur- 
den of defending against a succession of 
suspension proceedings involving identical 
violations contravene due process. Hayes 
Freight Lines, Inc. v. Castle et al. 117 
NE2d 106. 


Other Important Rulings 


Market Value. Market value of securi- 
ties, although not a primary measure of 
a rate base, thought the Pennsylvania su- 
perior court, is a relevant factor in the 
determination of fair value. City of Phila- 


delphia v. Pennsylvania Pub. Utility Com- 
nuission, No. 177, January 25, 1954. 


Railroad Facilities. The Illinois supreme 
court held that the commission could not 
order a railroad to install facilities on 
freight train cabooses for the preservation 
of food and drinking water without first 
finding that such facilities were necessary 
for the health and safety of the railroad 
train crews. Chicago, B. & O. R. v. IIli- 
nots Commerce Commission, 116 NE2d 
392, 


Certificate Unnecessary. Neither a lessor 
of motor vehicle equipment nor a manu- 
facturer who leases the trucks, held the 
Michigan supreme court, are carriers of 
passengers or property within the mean- 
ing of the Motor Carrier Act so as to 
require a permit where the trucks are used 
solely for deliveries of the products manu- 
factured and all the drivers are employed 


full time by the manufacturer and at the 
same rate. Fry (Lloyd A.) Roofing Co. 
v. Michigan Pub. Service Commission 
(1953) 61NW2d 783. 


Commission’s Reparation Authority. 
The New Jersey board, in dismissing the 
complaint of a home owner against a tract 
developer and a water company because 
of allegedly improper charges for laying 
water pipes, ruled that it had no authority 
to order reparation or refunds of money 
and that the rights of the parties under 
winterizing agreements providing for the 
laying of pipes were determinable by a 
court of law and not an administrative 
body. Levitt v. Shore Hills Estates, Docket 
No. 7288, February 17, 1954. 


Denial of Temporary Certificate. A 
United States district court held that the 
commission did not act arbitrarily or 
capriciously in finally denying a carrier’s 
application for temporary authority for 
service where the availability of the car- 
rier’s service to meet the transportation 
needs constituted a disputed question of 
fact and no formal hearing was manda- 
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tory upon commission’s finding that there 
was adequate available service. Bowen 
Transports, Inc. v. United States et al. 
116 F Supp 115. 


Grandfather Rights. The North Caro- 
lina supreme court ruled that the commis- 
sion does not have authority to promulgate 
a rule affecting an irregular motor carrier 
operating under a certificate obtained by 
virtue of “grandfather rights” and then 
to interpret the rule in such a way as to 
limit the carrier’s exercise of the rights 
which the grandfather statute was de- 
signed to preserve. State ex rel. Utilitics 
Commission v. Fox, 79 SE2d 391. 


Test Year Abnormalities. The New 
Hampshire commission commented that it 


would not attempt to normalize every ab- 
normal circumstance occurring during an 
electric company’s test year since the ef- 
fect would be to remove any margin of 
safety necessary to protect the company 
against sleet storms, floods, and other con- 
tingencies. Re Public Service Co. of New 
Hampshire, D-R3279, Order No. 6354, 
January 29, 1954. 


Employees’ Hospitalization. A commis- 
sion order requiring a railroad to furnish 
hospital facilities to its employees is un- 
constitutional, held the Oklahoma supreme 
court, where the order does not relate to 
any public duty of the railroad but is con- 
fined to contractual relations between the 
railroad and its employees. St. Louis-San 
Francisco R. Co. v. State, 265 P2d 730. 
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COLORADO PUBLIC UTILITIES COMMISSION 


Re Public Service Company of Colorado 


Investigation and Suspension Docket No. 361, Decision No. 41845 
January 7, 1954; rehearing denied January 8, 1954 


ge . by gas company for authority to make emergency 
rate increase effective; granted. 


Rates, § 48 — Commission jurisdiction — Service in home-rule city. 
1. The commission is not deprived of jurisdiction over natural gas rates 
in a “home-rule” city, p. 67. 


Rates, § 632 — Emergency increase — Natural gas. 
2. A gas company was allowed an emergency rate increase where its supplier 
of natural gas had been allowed a substantial rate increase by the Federal 
Power Commission, p. 68. 

Rates, § 143 — Emergency gas rate increase — Customer's burden. 
3. The commission, in allowing an emergency gas rate increase because of 
sharply increased costs of purchased gas, will attempt to determine the 
amount of the increase which the company can safely absorb without 
jeopardizing its financial position and at the same time share with its gas cus- 
tomers a part of the increased costs, p. 71. 


Return, § 101 — Gas company — Gas cost increase. 
4. A 16% per cent absorption of the increase in the cost of purchased gas 
was considered proper where the company’s return after such absorption 
would be 6.33 per cent and where this percentage of the cost increase could 
be safely absorbed without jeopardizing the company’s financial position or 
placing an undue burden on the customer, p. 71. 


Reparation, § 17 — Increase in cost of purchased gas — Pendency of rate case. 
5. A gas company which had been awarded an emergency rate increase to 
cover the increased cost of purchased gas, upon its supplier’s obtaining a 
temporary rate increase by the Federal Power Commission, was directed 
to pass on to its customers any refund received when permanent rates for 
its supplier were determined, p. 71. 

Discrimination, § 41 — Gas rate — Customers of combined utility. 
6. It is not discriminatory or preferential for a gas and electric company 
to place a part of the burden of an increase in the cost of purchased gas 
upon gas customers, while the company absorbs the increased cost of gas 
purchased for use in an electric generating plant, where electric rates are not 
involved in the instant proceeding and where the company has indicated that 
upon the completion of studies as to the effect of the increased cost of gas 
on electric department expense, an electric rate increase application will be 
made, p. 72. 
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APPEARANCES: Lee, Bryans, Kelly Stansfield, Denver, and Ralph Sar- 
and Stansfield, Denver, by Edgar A. gent, Jr., Denver, for Public Service 
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Company of Colorado; Leonard M. 
Campbell, Denver, for Colorado Mu- 
nicipal League, the city of Fort Col- 
lins, and pro se; John M. Sayre, 
Boulder, for the city of Boulder, Colo- 
rado; John C. Banks, Denver, and 
Malcolm D. Crawford, Denver, for 
the city and county of Denver; Wil- 
liam T. Secor, J. M. McNulty, and 
W. George Denny, Jr., Denver, for the 
commission. 


By the Commission: On Decem- 
ber 28, 1953, Public Service Company 
of Colorado, hereinafter sometimes 
called the “company,” by its vice presi- 
dent, W. D. Virtue, filed with the 
commission, pursuant to § 17 of the 
Public Utilities Act and the Rules of 
Practice and Procedure of the com- 
mission in such case made and pro- 
vided, an emergency gas rate ad- 
justment, being a temporary rider 
designated as Original Sheet No. 34 
and Original Sheet No. 34A, as a part 
of its Tariff, Colo. PUC No. 3—Gas, to 
become effective on January 1, 1954, 
and at the same time petitioned the 
commission that it be permitted to put 
in force and effect said temporary gas 
rate adjustment as of said date affect- 
ing all its customers supplied with 
natural gas purchased by the company 
from Colorado Interstate Gas Com- 
pany and Colorado-Wyoming Gas 
Company, both of which are interstate 
pipeline transmission companies, sub- 
ject to the jurisdiction of the Federal 
Power Commission. 

Authority for filing said temporary 
rider was granted by the commission 
by Authority No. 13788, of December 
28, 1953. 

By Decision No. 41801 in the in- 
stant matter, the effective date of the 
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proposed temporary rider was sus- 
pended, and the matters contained in 
said temporary rider were set for 
hearing before the commission at 9 :30 
o’clock a.M., December 31, 1953, in 
the hearing room of the commission, 
330 State Office building, Denver, 
Colorado. Notice of said hearing was 
given to all parties in interest. Hear- 
ing was held in the instant matter on 
December 31, 1953, and evidence was 
heard in behalf of the company, and 
opportunity was given all those who 
appeared at the hearing for full cross- 
examination. At the conclusion of 
the hearing, the commission took the 
matter under advisement. 


The company is an operating public 
utility, engaged primarily in the gen- 
eration, purchase, transmission, dis- 
tribution, and sale of electricity and 
in the purchase, distribution, and sale 
of natural gas in the state of Colorado. 
Its territory is divided into ten operat- 
ing divisions throughout the state. 
Division offices, in addition to the 
main office in Denver, are located in 
the cities of Boulder, Brighton, Fort 
Collins, Grand Junction, Idaho 
Springs, Leadville, Alamosa, Salida, 
and Sterling, Colorado. District of- 
fices are located in certain cities, towns, 
and communities within the larger 
divisions. The company supplies elec- 
tric service at retail in Denver and 
144 other communities, and to rural, 
commercial, and industrial customers. 
It also supplies at wholesale all or 
part of the requirements of seven other 
utilities and three municipalities in or 
adjacent to its service area. The 
company supplies natural gas service 
in Denver and 37 other communities 
throughout the state. The principal 
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pipeline suppliers of natural gas to 
the company are Colorado Interstate 
Gas Company and Colorado-Wyoming 
Gas Company. The company owns 
approximately 15 per cent of the com- 
mon stock of Colorado Interstate, and 
owns all of the common stock of 
Colorado-Wyoming. In addition to 
purchasing gas for re-sale from said 
pipeline suppliers, the company also 
purchases substantial quantities of gas 
from said suppliers for use in its elec- 
tric generating plants. 

Public Service Company of Colo- 
rado is a public utility, as defined in the 
Public Utilities Act, and tariffs cover- 
ing its natural gas rates for service 
throughout its system are on file with 
this commission and contained in the 
company’s Tariff, Colo. PUC No. 3- 
Gas. The temporary gas rate adjust- 
ment which the company proposes to 
place into effect in the instant matter 


is filed as a temporary rider to the 
company’s tariff, Colo. PUC No. 3- 
Gas, now on file with the commission. 


[1] At the outset of the hearing 
in the instant matter, Mr. John M. 
Sayre, representing the city of Boul- 
der, moved that the commission dis- 
miss the petition filed in the matter 
now being heard as to the city of Boul- 
der upon the basis that it is a “home- 
rule” city, and that the Public Utilities 
Commission has no jurisdiction as to 
the regulation of rates of “home-rule” 
cities. Mr. Sayre also offered Boul- 
der’s Exhibit No. 1, being a copy of 
the franchise granted to Public Serv- 
ice Company, together with proof of 
publication of said franchise. The 
commission, at the hearing, took the 
motion under advisement. 

Leonard M. Campbell appeared at 
the hearing on behalf of the Colorado 


Municipal League, but his appearance 
for the league did not include any 
appearance in connection with the 
“home-rule” or franchise question that 
might apply to member cities in the 
league. He also appeared as an in- 
dividual ratepayer in Denver on his 
own behalf, and he further specifically 
appeared for the “home-rule” city of 
Fort Collins, Colorado. Subsequent 
to the hearing herein, Mr. Campbell 
filed written protest on behalf of the 
city of Fort Collins, and for himself 
as an individual, attached to which 
were “‘late-filed” Exhibits A and B. 
He also filed a written protest on 
behalf of the Colorado Municipal 
League. The protest on behalf of the 
Municipal League was to the effect 
that the proposed gas rate increase was 
excessive, and also discriminatory, as 
between gas and electric customers. 
His prayer was for the commission 
to dismiss the application to deny the 
proposed rate increase, or in the event 
an increase be granted, the order be 
conditioned upon a refund to the cus- 
tomers of such part of the increase as 
the company is able to absorb after a 
proper determination thereof is made 
at a full rate hearing and the review 
of all the pertinent facts. 


The protest on behalf of the city of 
Fort Collins and for himself as an 
individual ratepayer in the city of 
Denver pertains to the question of 
rights under the franchises and the 
jurisdiction of this commission over 
the “home-rule” cities of Fort Col- 
lins and Denver. His prayer in this 
petition was to the effect that the 
application be dismissed, or denied, 
as it applied to customers in the 
“home-rule” cities of Denver and 
Fort Collins, Colorado. 
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Since we reserved the ruling on Mr. 
Sayre’s motion at the hearing, we will 
consider both the motions of Mr. 
Sayre and Mr. Campbell at this 
time, as they pertain to the jurisdiction 
of this commission. We appreciate 
the citations given by counsel for our 
consideration, and we have reviewed 
the same, together with all the evidence 
adduced at the hearing, and all of the 
allegations—both oral and written—as 
submitted, and we are of the opinion 
that the motions to dismiss or deny 
for lack of jurisdiction should be de- 
nied. 

[2] From the evidence at the hear- 
ing, it is apparent that the emergency 
gas rate adjustment sought by the 
company herein has been precipitated 
by the increase in rates for gas fur- 
nished to the company for re-sale by 
its principal suppliers, Colorado Inter- 
state Gas Company and Colorado- 
Wyoming Gas Company, which rates, 
under orders of the Federal Power 
Commission, are to become effective 
January 1, 1954. 

On September 2, 1953, in FPC 
Docket No. G-—2260, Colorado Inter- 
state Gas Company tendered to the 
Federal Power Commission for filing, 
pursuant to § 4 of the Natural Gas 
Act, 15 USCA § 717c, a proposed sys- 
tem-wide increase in its rates and 
charges for all gas sold for re-sale 
subject to the jurisdiction of the Fed- 
eral Power Commission, including 
natural gas furnished for re-sale to the 
Public Service Company. Simultane- 
ously with said filing, Colorado Inter- 
state requested that if the Federal 
Power Commission suspended such 
rates, that the suspension be for a 
period no longer than until January 
1, 1954. By order issued September 
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28, 1953, the Federal Power Commis- 
sion set said matter for hearing on 
January 12, 1954, and, at the same 
time, suspended the effective date of 
the proposed changes in rates and 
charges until March 3, 1954, and in 
such order, denied Colorado Inter- 
state’s request to limit the period of 
suspension to January 1, 1954. 

This commission, the company, and 
the city and county of Denver have 
all intervened in this matter involving 
the rates and charges of the Colorado 
Interstate Gas Company before the 
Federal Power Commission in FPC 
Docket No. G-—2260, the hearing on 
which has been set in Washington, 
D. C., on January 12, 1954. 

The Federal Power Commission, on 
December 22, 1953, in FPC Docket 
No. G—2260, amended its order issued 
September 28, 1953, by shortening 
the original suspension of the proposed 
increase in the rates and charges of 
Colorado Interstate from March 3, 
1954, to January 1, 1954. In said 
amending order, the Federal Power 
Commission finds that such action on 
its part is necessary and appropriate, 
and in the public interest, and recites 
that the Colorado Interstate will place 
in operation, on or about January 1, 
1954, additional facilities which will 
enable it to receive additional volumes 
of natural gas under recently executed 
gas purchase contracts calling for in- 
creased gas purchase costs. The Fed- 
eral Power Commission in said order 
further takes official notice that the 
Kansas State Corporation Commis- 
sion has increased the minimum field 
price in the Kansas Hugoton field, 
effective January 1, 1954, from 8 cents 
to 11 cents per Mcf, and that Colorado 
Interstate makes extensive purchase 
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of gas in the Kansas Hugoton Gas 
field. By telegram dated December 
22, 1953, Colorado Interstate Gas 
Company advised applicant that the 
proposed increased rates and charges 
contained in its Application FPC 
Docket No. G-—2260 would become 
effective under bond on January 1, 
1954. 

On September 2, 1953, in FPC 
Docket No. G-2261, Colorado-Wyo- 
ming Gas Company, which supplies 
natural gas to the company for distri- 
bution in various northern Colorado 
communities, and which purchases its 
gas requirements from Colorado In- 
terstate, tendered to the Federal Power 
Commission for filing a proposed in- 
crease in its rates and charges for gas 
sold for re-sale subject to the jurisdic- 
tion of the Federal Power Commis- 
sion, including natural gas furnished 
for re-sale to the company. By order 
issued September 28, 1953, the matter 
of the proposed increase in the rates 
and charges of Colorado-Wyoming 
was set down for hearing before the 
Federal Power Commission on Jan- 
uary 20, 1954, and the effective date 
of said proposed changes in rates and 
charges was suspended until March 
3, 1954. By letter dated December 22, 
1953, Colorado-Wyoming tendered 
for filing with the Federal Power 
Commission its Third Revised Sheet 
No. 4 to its FPC Tariff Original 
Volume No. 1, which contained revised 
proposed rates and charges negotiated 
with the staff of the Federal Power 
Commission in settlement of its rate 
proceedings at FPC Docket No. G- 
2261. In said revised filing, Colorado- 
Wyoming stated that the proposed 
rates were predicated upon the pro- 
posed increased rates of Colorado In- 


terstate to be effective on January 1, 
1954, and if the Federal Power Com- 
mission, in FPC Docket No. 2260, aft- 
er hearing, should direct Colorado 
Interstate to sell gas to Colorado- 
Wyoming at a rate lower than the pro- 
posed increased rates to be effective 
January 1, 1954, Colorado-Wyoming 
would file new schedules with the Fed- 
eral Power Commission to reflect such 
lower rate, and would refund to its cus- 
tomers, which include Public Service 
Company, the difference between the 
rate reflected on its Third Revised 
Sheet No. 4 and the lower rate pre- 
scribed by the Federal Power Commis- 
sion. On December 29, 1953, the Fed- 
eral Power Commission accepted for 
filing Colorado-Wyoming’s Third Re- 
vised Sheet No. 4, to be effective Janu- 
ary 1, 1954, in settlement of the rate 
proceedings at FPC Docket No. G— 
2261, upon the terms set forth in Colo- 
rado-Wyoming’s letter to the Federal 
Power Commission, dated December 
22, 1953, and by letter dated December 
29, 1953, Colorado-Wyoming advised 
the company that the new increased 
rates reflected on its Third Revised 
Sheet No. 4 which had been accepted 
by the Federal Power Commission 
would become effective January 1, 
1954. 

The impact on the company of the 
increase in the rates and charges for 
gas furnished to the company by Colo- 
rado-Wyoming Gas Company and 
Colorado Interstate Gas Company, 
effective January 1, 1954, is that dur- 
ing the year 1954, the increase in the 
cost of gas purchased by Public Serv- 
ice Company of Colorado from said 
suppliers will amount to $2,097,000. 

W. D. Virtue, vice president and 
treasurer of the company, testified with 
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respect to various computations and 
figures taken from the books of ac- 
count of the company for the twelve- 
months’ period ended November 30, 
1953. He testified that the total 
property, plant, and equipment of the 
company, as of November 30, 1953, 
was $172,814,824. Relating this 
amount, less the book reserve for de- 
preciation at November 30, 1953, in 
the amount of $26,944,925 to the net 
operating revenue of the company for 
the twelve-months’ period ended No- 
vember 30, 1953, in the amount of 
$8,634,448, a return of 5.92 per cent 
would be shown. With an allowance 
added of $3,543,000 for materials and 
supplies, and $3,740,000 for working 
capital to the property, plant, and 
equipment, less the reserve for depre- 
ciation, a return of 5.64 per cent is 
indicated at November 30, 1953. 


With respect to the gas department 
of the company, the total property, 
plant, and equipment of the gas depart- 
ment, less the book reserve for depre- 
ciation at November 30, 1953, was 
$34,898,080, and with an allowance 
for working capital and materials and 
supplies in the amount of $2,650,000, 
when related to the net operating rev- 
enue of the gas department for the 
twelve-months’ period ended Novem- 
ber 30, 1953, shows a return of 6.82 
per cent. 


Mr. Virtue also testified with re- 
spect to computations made as to the 
gas operating results estimated by the 
company for the year 1954. He testi- 
fied that the total property, plant, and 
equipment for the year 1954 is esti- 
mated to amount to $43,750,800 for 
the gas department, and that this 
amount, less the depreciation reserve, 
would amount to $37,804,000. He 
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estimated the net operating revenue 
for the year 1954 in the amount of 
$2,743,845, which amount, when re- 
lated to the net property, plant, and 
equipment of the gas department, with 
an allowance added for materials and 
supplies and working capital of $2,- 
941,000, shows a return of 6.73 per 
cent. 

These figures as to the gas operat- 
ing results for the year 1954 do not 
contain the estimated increase cost of 
gas, which amount is estimated to be, 
as heretofore stated, $2,097,000. As- 
suming the increased cost of gas is 
borne entirely by the company during 
the year 1954, the return on the gas 
department, when related to net plant 
plus allowance for materials and sup- 
plies, is estimated to be 4.31 per cent. 


The $2,097,000 increased cost of 
purchased gas to the company, which 
the company seeks to offset by the 
increase in its revenues resulting from 
the temporary rate adjustment, in- 
cludes only the cost of gas purchased 
by the company for re-sale, and does 
not include the increased cost of gas 
purchased by the company from Colo- 
rado Interstate for use in its electric 
generating plants. The cost of such 
gas has been increased from 103 cents 
to 16 cents, and in the year 1954, 
this increased cost will be approx- 
imately $700,000, of which the com- 
pany expects to recover 30 per cent 
by application of the company’s elec- 
tric fuel adjustment clauses. To off- 
set this increased operating expense 
of the company’s electric department, 
the company has not proposed any ad- 
justment in its electric rates, but seeks 
by the instant application to recover 
only the increased cost of gas pur- 
chased by the company for re-sale. 
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The matter of the increased cost to 
the company of gas purchased from 
Colorado Interstate for use in its gen- 
erating plants is the subject of a ju- 
risdictional dispute between Colorado 
Interstate and the Federal Power 
Commission. This matter has been 
set for oral argument before the Fed- 
eral Power Commission on January 
12, 1954, in Washington, D. C., prior 
to the general rate hearing in Docket 
No. G-2260. 

Viewing the evidence as a whole 
adduced at the hearing by the company 
in support of its application for emer- 
gency relief, there are various factors 
which the commission deems to be sig- 
nificant. First and foremost, the ac- 
tion of the Federal Power Commission 
in allowing Colorado Interstate to put 
into effect its increased rates under 
bond on January 1, 1954, was without 
prior notice to the company, and has 
presented the company with a special 
unavoidable problem of serious con- 
sequences. In its order of September 
28, 1953, in FPC Docket No. 2260, 
the Federal Power Commission had 
specifically denied Colorado Inter- 
state’s request to shorten the suspen- 
sion period to January 1, 1954, and 
had suspended Colorado Interstate’s 
proposed new rates until March 3, 


1954. Anticipating a substantial in- 
crease in its cost of purchased gas from 
Colorado Interstate and likewise from 
Colorado-Wyoming to become effec- 
tive March 3, 1954, the company had 
undertaken a review of its entire rate 
structure, including both gas and elec- 
tric rates. These studies are not today 
completed, but the company has stated 
that it expects to complete these 
studies in the near future. 

[38-5] Secondly, it appears to this 
commission that the company has 
made a prima facie showing that 
neither the company as a whole nor 
the gas department alone can absorb 
the total increase in the cost of gas 
purchased for re-sale by the company 
amounting to $2,097,000. 

We have set out in the table below 
the various rates of return all calcu- 
lated using Property, Plant and Equip- 
ment based on Original Cost, with 
Materials and Supplies added, less Re- 
serve for Depreciation, for both the 
total company and the gas department 
only, showing 100 per cent pass-on of 
the increase to the customer, 100 per 
cent absorption of the increase by the 
company, and an absorption of 16% 
per cent of the increase by the com- 
pany, based on twelve months ending 
November 30, 1953. 


TWELVE MONTHS ENDING NOVEMBER 30, 1953 


Items 
Property Plant and Equipment 
Materials and Supplies 
Working Capital 


Gross Property Plant and Equipment 
Depreciation Reserve 


Net Property Plant and Equipment 


Gas Depart- 
ment Only 


$40,225,805 
873,000 
1,777,000 


$42,875,805 
$5,327,725 


$37,548,080 
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Total 
Company 
$172,814,824 
3,543,000 
3,740,000 


$180,097,824 
$26,944,925 


$153,152,899 
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Net Operating Income, 100% Pass-on 
Rate of Return, 100% Pass-on 

Net Operating Income, 100% Absorption 
Rate of Return, 100% Absorption 

Net Operating Income, 168% Absorption 
Rate of Return, 168% Absorption 


A similar tabulation based on the 
estimated twelve months’ operations 
for the year 1954 is as follows: 


$2,561,247 
6.82 

$1,575,657 
4.20% 

$2,396,949 
6.38% 


TWELVE MONTHS ENDING DECEMBER 31, 1954 (Estimated) 


Items 
Property, Plant and Equipment 
Materials and Supplies 
Working Capital 


Gross Property Plant and Equipment 
Depreciation Reserve 


Net Property Plant and Equipment 

Net Operating Income, 100% Pass-on 
Rate of Return, 100% Pass-on 

Net Operating Income, 100% Absorption 
Rate of Return, 100% Absorption 

Net Operating Income, 168% Absorption 
Rate of Return, 168% Absorption 


In setting forth in the above tabula- 
tion the results of the 16% per cent 
absorption of the increase of cost of 
gas to the company as estimated for 
1954, which results in a 6.33 per cent 
rate of return, we have applied what 
we believe to be the amount the com- 
pany can safely absorb without jeop- 
ardizing its financial position with re- 
spect to its gas operations, and at the 
same time share with its gas customers 
a part of the increased cost of gas so 
that the customers in turn will not bear 
an undue burden. 

In arriving at our conclusions here- 
in as to what amount should be ab- 
sorbed by the company and what 
amount passed on to the customer, we 
have considered certain basic elements, 
both as to rate of return and as to 
elements that could be considered legit- 
imate components of a rate base, with- 
out, however, going into a full-scale 
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Gas Depart- 
ment Only 
$43,750,800 
962,000 
1,979,000 


$46,691,800 
$5,946,800 


$40,745,000 
$2,743,845 


6.73% 
$1,758,255 
4.31% 
$2,579,547 
6.33% 


Total 
Company 


$201,102,000 
$32,909,000 


$168,193,000 


rate hearing to determine the exact 
amount of these elements. We feel 
justified in this instance in using this 
procedure because of the very nature 
of the problem confronting us, with 
the time element involved, the emer- 
gency nature of the temporary in- 
crease, and the fact that the motivating 
cause for the increase is beyond the 
direct control of either the company 
or the commission. The answer here- 
in, as we have determined it, was 
reached after consideration of all the 
elements involved, and having in mind 
that the end result to be fair to all 
concerned must lie in a zone of rea- 
sonableness. 

[6] Protestants contended at the 
hearing that it was discriminatory and 
preferential to place the entire burden 
of the proposed increased cost of gas 
purchased for re-sale upon the gas 
customers of the company, while the 
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company is absorbing the increased 
cost of gas purchased from Colorado 
Interstate for use in its generating 
plants. The increased cost of boiler 
gas can only affect the company’s elec- 
tric rates, which are not involved in 
this proceeding. However, the com- 
pany has stated that as soon as it 
completes its studies it expects to come 
before this commission with an appli- 
cation to increase its electric rates. 
Based on the showing made in the in- 
stant proceeding by the company, the 
company’s present return on its gas 
department is higher than the return 
to the company as a whole, and it 
is higher than the return to the com- 
pany on the electric department. Nev- 
ertheless, this commission does not be- 
lieve that the gas rate adjustment 
which we will order herein will result 
in either preferential or discriminatory 
treatment, but will be fair and equi- 


table to said gas customers. 


We have been assured by the com- 
pany that any refund due its cus- 
tomers as a result of the final settle- 
ment of the rate case in FPC Docket 
2260 will be passed on to said cus- 


tomers. So that there will be no mis- 
understanding, we will order that the 
Public Service Company make a re- 
fund of the proportionate share due 
to its customers. However, we will 
retain jurisdiction of this matter to 
make such further order, or orders, as 
we deem necessary to fully carry out 
and accomplish the refund in a manner 
to meet with our final approval. 


In accordance with the evidence be- 
fore us, and based on the considera- 
tions heretofore enumerated, we be- 
lieve that the proposed temporary rider 
designated as “Original Sheet No. 34 
and Original Sheet No. 34A,” being 


a part of the Public Service Company 
Tariff, Colorado PUC No. 3-Gas, 
as filed with the commission on De- 
cember 28, 1953, is unjust, unreason- 
able, discriminatory, and preferential, 
and it should be permanently sus- 
pended and not permitted to become 
effective. We further believe that 
rates that would retain to the Public 
Service Company 16% per cent of the 
estimated increase of $2,097,000 for 
the year 1954 would be fair and equi- 
table, and that the company should be 
permitted to file a temporary rider to 
its present tariff to reflect this absorp- 
tion. 

The commission finds : 

That the above statement be incor- 
porated as a part of these findings, by 
reference. 

That the commission has jurisdic- 
tion of the Public Service Company of 
Colorado, and of the tariffs of said 
company involved in the instant mat- 
ter. 

That the temporary rider designated 
as “Original Sheet No. 34 and Orig- 
inal Sheet No. 34A” to said company’s 
tariff, Colo. PUC No. 3-Gas, filed with 
the commission on December 28, 1953, 
proposing to increase the gas rates 
effective January 1, 1954, is unjust, 
unreasonable, discriminatory, and 
preferential, and should be perma- 
nently suspended and not permitted 
to become effective. 

That the company should be per- 
mitted to file a new temporary rider 
to its Tariff, Colo. PUC No. 3—Gas 
designed so that the company will 
absorb 16% per cent of the estimated 
increase to it of the cost of gas based 
on the 1954 estimates. 

That such rate when filed, should 
be permitted to become effective on 
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January 9, 1954, upon notice to this 
commission and the general public by 
not less than one day’s filing and post- 
ing in the manner prescribed by law 
and the rules and regulations of this 
commission. 

That the temporary rider as set 
forth above reflecting an absorption of 
16% per cent by the company of the 
proposed gas rate increase is fair, just, 
reasonable, and nondiscriminatory. 

That the motions of John M. Sayre 
and Leonard M. Campbell to dismiss 
the instant matter or to deny it for 
lack of jurisdiction should be denied. 

That the Public Service Company 
of Colorado should be ordered to pass 
on to its customers their proportionate 
share of any refund due to said cus- 
tomers as a result of the final settle- 
ment of the gas rates in FPC Docket 
No. 2260 and FPC Docket No. 2261. 

That this commission should retain 
jurisdiction of this matter to make 
such further order, or orders, as may 
be necessary in the premises. 


ORDER 


The commission orders: 

That the temporary rider designated 
as “Original Sheet No. 34 and Orig- 
inal Sheet No. 34A” to Public Service 
Company’s tariff, Colo. PUC No. 3- 
Gas, filed with the commission on 
December 28, 1953, proposing to in- 
crease the gas rates effective January 


1, 1954, should be, and it hereby is, 
permanently suspended. 

That the company be, and it hereby 
is, authorized to file a new temporary 
rider to its tariff, Colo. PUC No. 3- 
Gas, designed so that the company will 
absorb 16% per cent of the estimated 
increase to it of the cost of gas based 
on the 1954 estimates. 

That the temporary rider as out- 
lined above, and as herein authorized, 
shall become effective on the 9th day 
of January, 1954, upon notice to this 
commission and the general public by 
not less than one day’s filing and post- 
ing in the manner prescribed by law 
and the rules and regulations of this 
commission. 

That the motions of John M. Sayre 
and Leonard M. Campbell to dismiss 
the instant matter or to deny it for 
lack of jurisdiction be, and they here- 
by are, denied. 

That Public Service Company of 
Colorado be, and it hereby is, ordered 
to pass on to its customers their pro- 
portionate share of any refund due to 
said customers as a result of the final 
settlement of the gas rates in FPC 
Docket No. 2260 and FPC Docket No. 
2261, in the manner to be later ap- 
proved by the commission. 

That this commission shall retain 
jurisdiction of this matter to make such 
further order, or orders, as may be 
necessary in the premises. 
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UTAH PUBLIC SERVICE COMMISSION 


Re Mountain States Telephone & 
Telegraph Company 


Case No. 3939 
December 29, 1953 


PPLICATION by telephone company for authority to increase 
L \ rates; modified increase granted. 


Return, § 26 — Cost of capital — Debt ratio of telephone company. 
1. A debt ratio of about one-third of total capital obligations of a telephone 
company, for the purpose of determining cost of capital, would unduly burden 
the company’s ratepayers where, owing to the corporate tax structure and 
existing market conditions, a wide divergence between the cost of equity 
and debt capital exists, p. 79. 


Return, § 26 — Cost of capital — Debt ratio of telephone company. 
2. A debt ratio of 40 per cent, for the purpose of determining cost of capital, 
was considered within the realm of safety for a telephone company, p. 


79. 


Return, § 26 — Cost of capital — Interest on debt. 
3. A contention that the interest on a telephone company’s present debt 
should be calculated at 3.25 per cent, instead of the actual average of 2.82 
per cent, in arriving at an over-all cost of capital figure is untenable where 
the presently outstanding debentures represent a contractual obligation and 
there is no evidence that they will be replaced by another issue which might 
have a different interest requirement, p. 81. 


Return, § 111 — Telephone company — Interest and dividend requirements. 
4. A rate of return of approximately 6 per cent on a net investment rate 
base was held to be fair and reasonable for a telephone company in view 
of interest requirements on a proper debt ratio and cost of equity capital 
determined on the basis of dividend-price ratios and earnings-price ratios, 
p. 82. 

Depreciation, § 14 — Basis for allowance — Original cost. 
5. Annual depreciation should be based on original cost of depreciable plant 
when the Uniform System of Accounts provides for such a basis and present 
tax laws provide for the use of the same basis for tax purposes, p. 86. 


Return, § 35 — Allowance for attrition — Investment at high prices. 
6. Attrition (diminishing the rate of return when investment in plant is 
made at high prices after a test period) should be recognized in determining 
the revenue requirements of a telephone company, p. 86. 


Valuation, § 224 — Plant under construction. 
7. Plant under construction should not be included in the rate base, p. 90. 
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Valuation, § 288 — Cash working capital. 
8. Cash working capital was not allowed as part of the rate base of a tele- 
phone company, p. 90. 

Return, § 111 — Projected rate base — Telephone company. 
9. A telephone company for which a return of 6 per cent was deemed reason- 
able was allowed 6.5 per cent to enable the company to earn a reasonable 
return in the future after completion of an extensive construction program 


currently in progress, p. 90. 

Expenses, § 114 — Federal income tax — Telephone company. 
10. Federal income taxes should be treated as an expense in arriving at 
the net operating earnings of a telephone company, p. 91. 


Dividends, § 5 — Retention of earnings — Surplus. 


Statement that a continuing corporate utility should not, in the interest of 
sound financial practice, pay out all of its earnings in dividends since the 
retention of part of the earnings in the business provides protection for 
future dividends and unforeseen contingencies, as well as capital, p. 84. 


¥ 


APPEARANCES: S. N. Cornwall, rate of return, and that the complain- 


for complainant; Peter M. Lowe, 
Deputy Attorney General, for public 
service commission ; Paul Thatcher for 
Ogden City; L. E. Elggren and N. A. 
Jensen, for Consumers’ Welfare 
League; E. L. Wright, for Himself. 


By the Commission: The above- 
entitled matter, filed in the nature of a 
complaint, is an outgrowth of the pro- 
ceedings in Case No. 3833. In the lat- 
ter-mentioned case by order dated 
April 10, 1953, 99 PUR NS 1, the 
commission denied the application of 
The Mountain States Telephone and 
Telegraph Company for authority to 
increase its Utah intrastate telephone 
rates. 

In the proceeeding under considera- 
tion The Mountain States Telephone 
and Telegraph Company alleges that 
its present rates and charges are un- 
fair, unreasonable, and inadequate. 
The prayer of the complaint requests 
the commission to determine the dollar 
amount of net earnings which will pro- 
duce a fair, reasonable, and adequate 
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ant be ordered to file a schedule of 
rates that will produce the net earnings 
found to be fair, reasonable, and ade- 
quate. 

The complainant alleges that the 
present rates and charges for Utah 
intrastate telephone service are unfair, 
unreasonable, and inadequate for the 
following reasons: 

(a) The net earnings are insufficient 
to provide a fair return on the invest- 
ment in property devoted to intrastate 
service. 

(b) Because of the depressed level 
of earnings investors will not put their 
savings to work in the expansion of 
complainant’s plant. 

(c) Due to the inflation experi- 
enced during the post-World War 
II period operating expenses and 
taxes have increased constantly, and 
the costs for placement of new plant 
and replacement of old plant are sub- 
stantially higher than the costs at 
which similar items were placed in 
service originally. 

(d) Since February 1, 1953, there 
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has been a substantial increase in the 
cost of capital, particularly debt capital, 
resulting in part from a change in the 
policy of the United States govern- 
ment relating to the financing of the 
public debt. 

After due and legal notice, hearing 
on the complaint commenced on Au- 
gust 17, 1953, on which date the com- 
plainant presented its direct case. A 
recess then was taken to permit inter- 
ested parties to review the evidence 
submitted and to prepare cross-exami- 
nation and further evidence. The hear- 
ing reconvened on November 9, 1953, 
and the introduction of evidence was 
completed the following day. 

In view of the importance of the 
case the commission determined it was 
advisable to employ a firm of independ- 
ent certified public accountants to re- 
view the records and data of the com- 
plainant that are pertinent to a deter- 
mination of the issues. The firm of 
Lincoln G. Kelly and Company of Salt 
Lake City was retained for this pur- 
pose. Exhibits and oral testimony 
were presented by one of the partners 
of this firm, Mr. Lincoln S. Kelly. 


At the request of counsel for the 
complainant the entire record in Case 
No. 3833, supra, was made a part of 
the record in Case No. 3939. Based 
upon the consolidated record the com- 
mission makes the following report 
containing its findings and conclu- 
sions, 


1. The Mountain States Telephone 
and Telegraph Company, hereinafter 
referred to either as “the complainant” 
or “the company” is a corporation of 
the state of Colorado. It conducts a 
general telephone business in the states 
of Arizona, Colorado, Idaho, Mon- 
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tana, New Mexico, Utah, Wyoming, 
and El Paso county, Texas. The 
complainant is a part of the Bell Sys- 
tem and the American Telephone and 
Telegraph Company (American Com- 
pany) owns approximately 86 per cent 
of its common stock. At June 30, 
1953, the complainant was rendering 
service to 220,372 telephones in Utah 
through 60 exchanges. 

2. The accounts and records of the 
complainant are kept in accordance 
with the Uniform System of Accounts 
for Telephone Companies prescribed 
by the Federal Communications Com- 
mission, which system of accounts 
has been adopted by this commis- 
sion. Under its accounting proce- 
dures records are kept on a statewide 
basis showing investment in plant, 
revenues, and expenses for each state 
in which the company operates. In 
turn a separation is made of the total 
state figures to show interstate and 
intrastate operations. The procedures 
followed in arriving at the interstate 
and intrastate breakdown are based 
upon the Separations Manual prepared 
by the NARUC-FCC Special Co- 
operative Committee on Telephone 
Regulatory Problems, dated October 
1947, as modified and amended by the 
so-called Charleston Plan. The Utah 
intrastate results developed through 
the separations procedures cover the 
area of operations with which we are 
primarily concerned. 


3. The latest figures in the record 
cover the twelve months ended June 
30, 1953. The actual results of the 
Utah intrastate operations for this 
period, as shown by the evidence are 
as follows: 
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Operating revenues $14,376,661 


Operating expenses 

Taxes, other than income taxes .. 
Taxes, state income 

Taxes, federal income 


22,638 
988,598 


$13,028,114 


$1,348,547 
27,728 


Total operating deductions 


Net operating income 
Miscellaneous income charges .... 


Net operating earnings (excluding 


interest charged construction) .. $1,320,819 


The net investment rate base for the 
twelve months ended June 30, 1953, 
determined in conformity with the 
method employed by the commission 
in previous proceedings, is as follows: 


$36,775,326 


33,989 
749,692 


$37,559,007 
Allocated depreciation re- 
9,012,727 


$28,546,280 


Telephone plant in service 

Property held for future telephone 
use 

Materials and supplies 


Less: 


Rate base . 


The actual net operating earnings of 
$1,320,819 related to a rate base of 
$28,546,280 indicates a rate of return 
of 4.63 per cent for the twelve months. 

Adjustments to the operating fig- 
ures shown above have been made to 
reflect the full effect on earnings for 
the test period of changes in the level 
of certain revenue and expense items. 
These changes took place either during 
the period covered by the figures or 
shortly thereafter and have a bearing 
on the rate of return. These adjust- 


ments as applied to the net operating 
earnings figure of $1,320,819 are de- 
scribed below. 


Deduct: 
August, 1953, wage increase 
Change in connecting company 
compensation 
Pension accrual rate increase .... 


$285,000 


4,100 
16,600 


$305,700 


$38,800 
125,200 


800 


Add: 
Directory revenue increase 
Local tax recovery! 
Western Electric Company price 
reductions 


$164,800 
$140,900 


Net deduction 
Less: effect of above adjustments on 
federal and state taxes 


Net adjustment (deduction) $66,001 

After applying the net adjustment 
of $66,001 the net operating earnings 
figure becomes $1,254,818. Ona rate 
base of $28,546,280 the adjusted net 
operating earnings produce a rate of 
return of 4.40 per cent. 

4. The underlying factors which 
must be considered by a commission 
in determining the allowable earnings 
of a public utility have been stated by 
the Supreme Court of the United 
States on several occasions. In the 
Hope Case* the court summarized 
these factors in the following lan- 
guage: 

“From the investor or company 
point of view it is important that there 





1An order issued by the commission on 
May 5, 1952, in I. & S. Docket No. 83, au- 
thorized the complainant to increase its rates 
in those municipalities which impose a munici- 
pal franchise or license tax upon the company, 
in an amount sufficient to recover such im- 
positions from subscribers within those mu- 
nicipalities. 94 PUR NS 105. Affirmed on 
August 29, 1953, by the supreme court of 
Utah, — Utah —, 260 P2d 754. At the 
closing date of the hearing in the present 
proceeding the complainant had not started to 
bill its customers pursuant to the authority 
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granted. The treatment accorded this item 
above has the effect of increasing the net 
operating earnings to the amount they would 
have been had these impositions been billed 
and collected. 

2 Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 51 PUR NS 193, 
88 L ed 333, 64 S Ct 281. See also Bluefield 
Water Works & Improv. Co. v. West Vir- 
ginia Pub. Service Commission, 262 US 679, 
PUR1923D 11, 67 L ed 1176, 43 S Ct 675, and 
United R. & Electric Co. v. West, 280 US 
234, PUR1930A 225, 74 L ed 390, 50 S Ct 123. 
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be enough revenue not only for operat- 
ing expenses but also for the capital 
costs of the business. These include 
service on the debt and dividends on 
the stock. By that standard 
the return to the equity owner should 
be commensurate with returns on in- 
vestments in other enterprises having 
corresponding risks. That return, 
moreover, should be sufficient to as- 
sure confidence in the financial integ- 
rity of the enterprise, so as to maintain 
its credit and to attract capital.” (320 
US at p. 603, 51 PUR NS at pp. 200, 
201.) 

The court said further: 

“Under the statutory standard of 
‘just and reasonable’ it is the result 
reached, not the method employed, 
which is controlling. It is not 
theory but the impact of the rate or- 
der which counts. If the total effect of 
the rate order cannot be said to be un- 
just and unreasonable, judicial in- 


quiry under the act is at an end.” (320 
US at p. 602, 51 PUR NS at p. 200. ) 

The record in Case No. 3833, supra, 
contains voluminous testimony on the 
subject of cost of capital and rate of 


return. Evidence of this character 
was offered for the complainant by Mr. 
Paul E. Remington, a vice president of 
the complainant, and by Mr. Jackson 
Martindell, president of the American 
Institute of Management, and a finan- 
cial consultant and economic adviser. 
Dr. Lionel W. Thatcher, professor of 
public utilities and transportation at 
the University of Wisconsin, testified 
on the same subject as a commission 
staff witness. The evidence of the 
complainant was augmented in Case 
No. 3939 by the testimony of Mr. 
Orval W. Adams and Mr. Wendell M. 
Smoot, Salt Lake City bankers. 


[1,2] 5. In order to determine the 
cost of capital to the complainant it is 
necessary to give consideration to the 
capital structure upon which such cost 
is predicated. 

The conventional public utility capi- 
tal structure consists of part capital 
stock (including retained earnings in 
the surplus account) and part debt. 
The capital stock of the Bell System 
Companies consists entirely of com- 
mon stock with the exception of one 
company which has some preferred 
stock outstanding. At September 30, 
1952, the borrowed capital of the Bell 
System consolidated amounted to 
42.4 per cent of the total invested 
capital. The comparable figure at June 
30, 1953, was 38.99 per cent. 

In the electric light and power in- 
dustry the capital structure on the 
average consists of approximately 45 
to 50 per cent debt, 15 per cent pre- 
ferred stock, and 35 to 40 per cent 
common stock. Thus the fixed charge 
capital (debt and preferred stock) of 
the electric companies accounts for 60 
to 65 per cent of the total invested capi- 
tal. 

Under the usual capital structure the 
cost of equity capital is higher than the 
cost of fixed charge capital, and the 
proportional part of each type of capi- 
tal to the total makes a difference in 
the over-all earnings requirements. 

Historically, the debt ratio of the 
complainant has shown a rather con- 
sistent increase. The ratio has grown 
from 3.25 per cent in 1919 to 30.22 
per cent in 1929. It dropped to 19.32 
per cent in 1930 but had climbed to 
40.97 per cent by 1940. During the 
decade of the 1940’s it exceeded 40 per 
cent each year with a high of 53.24 
per cent in 1947. At the end of each 
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of the years 1950, 1951, and 1952 the 
debt ratio was 38.80, 39.65, and 37.36 
per cent, respectively. 

At June 30, 1953, the actual ratio 
of the total debt to total capital obliga- 
tions of the complainant was 29.40 per 
cent, consisting of $60,000,000 of 
funded debt and $23,900,000 in the 
form of advances from the American 
Company. 

Mr. Remington contends that the 
debt of the company should not exceed 
one-third of the total capital obliga- 
tions. He undertook to demonstrate 
that the telephone industry does not 
have the same stability of revenues or 
income as that enjoyed by the electric 
industry. He made a comparison 


showing the total main telephones in 
the Bell System, the electric customers 
of the electric light and power indus- 
try, and total toll messages of the Bell 
System, covering the years 1925 to 


1951. These data indicate a greater 
decline in number of main telephones 
during the depression years of the 30’s 
than in the number of electric custom- 
ers, and a more pronounced increase 
in main telephones than in electric cus- 
tomers during the 40’s. Toll messages 
follow somewhat the same curve as 
main stations during the 30’s but show 
a more pronounced increase during the 
1940 decade. Figures showing kilo- 
watt-hour sales of electricity were not 
included in the exhibit. Such data 
probably would afford a better basis of 
comparison with the volume of toll 
messages than that employed by Mr. 
Remington. His evidence also shows 
that the per cent of operating revenues 
taken by labor in the telephone indus- 
try is considerably greater than in the 
electric industry, and that there is less 
of the revenue dollar left for telephone 
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investors than for investors in the 
electric industry. 

Mr. Remington concludes from 
these comparisons that the investment 
risk in the telephone business is great- 
er than in the electric business, and for 
this reason the telephone industry 
must have a smaller proportion of its 
capital in the form of debt. 

Mr. Martindell’s evidence as to an 
appropriate debt ratio for the com- 
plainant is similar to that of Mr. Rem- 
ington. His conclusion is that the 
debt should not exceed 30 to 35 per 
cent of total capital. 

Dr. Thatcher, on the other hand, ex- 
pressed the opinion that a debt ratio of 
one-third unreasonably increases the 
over-all cost of capital resulting in ex- 
cessive capital costs to the consum- 
ers of the service. It was his further 
opinion that a 40 per cent debt ratio 
would be a desirable objective for the 
complainant, but that during the pres- 
ent period of rapid plant expansion it 
would be reasonable if the debt ratio 
were around 45 to 50 per cent. In 
arriving at this opinion Dr. Thatcher 
stressed the fact that interest rates 
have declined continuously since 1920, 
but no comparable decline in dividend 
rates has occurred, and the further 
fact that during the 20’s the income 
tax rates were but a fraction of the 
present rates. In view of these drastic 
changes in interest and tax rates it 
was Dr. Thatcher’s view that the low 
debt ratios that obtained during most 
of the 20’s and the early 30’s should 
not necessarily be determinative of 
what the debt ratio should be today. 
If the past is to be a guide to the future 
on this matter Dr. Thatcher felt that 
greater weight should be attached to 
the actual experience of complainant 
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during the postwar period. The aver- 
age debt ratio during these years was 
44.2 per cent. The comparable figure 
for the Bell System was 46.2 per cent. 

Interest on debt is a deductible item 
of expense in determining income tax 
liability. Dividends paid on common 
stock are not deductible. The present 
federal corporate income tax rate is 52 
per cent. Simple arithmetic will dem- 
onstrate the difference in the cost to 
the users of telephone service of the 
two types of capital. As noted below 
Mr. Remington feels that the company 
should pay a dividend of $8 a share 
and that not more than 70 per cent of 
the earnings should be paid in divi- 
dends. This would require earnings 
of $11.43 a share after taxes. In order 
to have such earnings the company 
would need $23.81 before taxes. This 
would be the annual cost on $100 of 
common stock. If we assume that the 
current cost of debt capital is 3.25 per 
cent, the interest cost on $100 of bor- 
rowed money would be $3.25, as com- 
pared with $23.81 for a comparable 
amount of equity capital. 

The management of a public utility 
is obligated to consider the welfare of 
its customers as well as its stockhold- 
ers. With the wide divergence be- 
tween the cost of equity and debt capi- 
tal brought about by the present tax 
structure and market condition it ap- 
pears that the ratepayers would be un- 
duly burdened under the debt ratio 
proposed by the company. 

It is self-evident that during periods 
of depressed business conditions a 
company (or an individual, for that 
matter) with no debt or a moderate 
amount of debt is in a safer position 
than one with a high debt. Some- 
where between the point of no debt 


[6] 


and extremely high debt is an area of 
reasonable safety. We would not 
recommend that any public utility 
should become indebted to the point 
that its financial soundness is threat- 
ened or weakened. The determination 
of the financial policies of the com- 
plainant rests with its officers. For a 
regulatory commission to attempt to 
substitute its judgment in such matters 
may be dangerous. In view of all the 
testimony on the subject of debt ratio, 
however, we find that a ratio of 40 
per cent is entirely within the realm of 
safety for the complainant at this time. 

6. The determination of the cost of 
debt capital to the complainant pre- 
sents no difficulties. Its outstanding 
long-term debt consists of $35,000,000 
principal amount of 2 per cent deben- 
tures due May 15, 1986, and $25,000,- 
000 principal amount of 34 per cent 
debentures due April 1, 1978. The 
annual interest requirements on the 
two series amount to $1,700,000. 
After giving effect to the annual re- 
lease of premium on this debt in the 
amount of $9,790 the net annual cost 
is $1,690,210 or 2.82 per cent of the 
face amount of the debt. Both Mr. 
Martindell and Dr. Thatcher ex- 
pressed the opinion that new debt 
capital could be obtained at approxi- 
mately 3.25 per cent. American Com- 
pany charges 3.25 per cent on advances 
to the complainant. 

In its complaint the company al- 
leged that the cost of debt capital had 
increased substantially since Febru- 
ary 1, 1953. No evidence was offered 
in support of this allegation. 

{3] In arriving at an over-all cur- 
rent cost of capital Mr. Martindell used 
an interest factor of 3.25 per cent as 
the annual cost of the entire debt com- 
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ponent of his hypothetical capital 
structure of one-third debt and two- 
thirds equity. In our opinion this 
position is untenable. The presently 
outstanding debentures represent a 
contractual obligation. There is no 
evidence that they are to be replaced 
by another issue which might have an 
interest requirement different from the 
cost of the present debentures. Ac- 
cordingly Mr. Martindell’s contention 
that the interest on the present debt 
should be calculated at 3.25 per cent 
instead of the actual average of 2.82 
per cent is rejected. 

[4] 7. The cost to the company of 
equity capital presents a problem 
much more difficult of solution. The 
opinion of the company’s witnesses is 
at considerable variance from that of 
Dr. Thatcher. 

As a background for our discussion 
of this matter a reference to the past 


dividend record of the company may be 
helpful. The common stock has a par 


value of $100 a share. The evidence 
shows that a dividend of $7 a share 
was paid each year from 1919 to 1925. 
In 1926 the dividend was $7.25 a share 
which was increased to $8 a share in 
1927. The $8 dividend prevailed for 
all intervening years through 1937. 
During the years 1938 to 1942 the 
dividend was $7 a share. It was re- 
duced to $6 a share in 1943, at which 
level it has been maintained except in 
the years 1947 and 1948 when it was 
$4.75 and $5.75, respectively. 
During the years 1948 to 1952, in- 
clusive, five new issues of the compa- 
ny’s common stock were offered to its 
stockholders. The American Company 
subscribed for its pro rata share of 
each issue but the public (minority) 
shareholders subscribed for an average 


2 PUR 3d 


of only 26.6 per cent of their share. 
The complainant is one of three among 
the operating subsidiaries of the 
American Company which has public 
stockholders. All of the common 
stock of the other telephone subsidi- 
aries is owned by the American Com- 
pany. 

Mr. Remington ascribes the failure 
of the public stockholders to take their 
quota of the stock to a loss of confi- 
dence in the company’s stock, at least 
from the standpoint of supporting 
additional investment. This may be 
true. In this connection, however, the 
question can be raised as to the effect 
on the stock-buying habits of investors 
in telephone securities of the avail- 
ability of investments in the American 
Company. The latter named company 
has paid a dividend of $9 a share each 
year commencing with 1922. Ameri- 
can Company stock, in a sense, has 
taken on the characteristics of a fixed 
income security. Likewise, an investor 
in American Company stock has the 
entire Bell System back of his invest- 
ment. It would seem, therefore, that 
stock in the American Company is 
more desirable to the average investor 
than the stock of one of the subsidi- 
aries. 

Mr. Remington concludes that in 
order to attract new equity capital a 
dividend of $8 a share is necessary, 
and that the pay-out ratio should not 
exceed 70 per cent. By “pay-out 
ratio” is meant the percentage of earn- 
ings available for stockholders actually 
paid in dividends. He maintains that 
the earned surplus of the company is 
abnormally low and must be built up 
substantially. Under his proposal 30 
per cent of the company’s earnings 
would be retained in surplus. A pay- 
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out ratio of 70 per cent was reached 
largely on the basis of the pay-out ratio 
of Moody’s 24 public utilities, which 
over a 6-year period averaged 70.7 per 
cent. 

The company’s stock has a market 
price of approximately $100 a share. 
In Mr. Remington’s opinion the offer- 
ing price of a new stock issue should 
be at least 20 per cent below the market 
price in order for the issue to be suc- 
cessful, and since new stock must be 
offered at not less than $100 a share 
(the par value) the market price be- 
tween issues should be not less than 
$125, in view of all the circumstances 
which might occur. A dividend of 
$8 would increase the market price to 
this level, according to Mr. Reming- 
ton’s analysis of the problem. 

Mr. Martindell determined the cost 
of equity capital through an analysis of 
58 offers of electric common stocks of 
$5,000,000 and more over the period 
1949 to July, 1952. By comparing the 
latest published earnings prior to the 
offer with the net price received by the 
issuing company an “equity cost ratio” 
was developed. For the 58 companies 
this ratio averaged 10.0 per cent. Mr. 
Martindell then eliminated from the 58 
companies (a), all issues which were 
not underwritten (b), all issues where 
the offering price was not set at the 
latest date before the offer, and (c), all 
issues where the offering price was not 
approved by a regulatory body. There 
were 14 issues covered by these elimi- 
nations. Another 11 issues were 
eliminated in which cases rate increas- 
es had been authorized and reported in 
the prospectuses but were not included 


in the latest reported earnings figure. 
On the remaining 33 issues the aver- 
age equity cost ratio was 10.3 per cent. 
Mr. Martindell concludes from these 
data that the current cost of equity 
capital to the complainant is approxi- 
mately 10 per cent on a common stock 
equity base of 65 to 70 per cent. 

Dr. Thatcher’s studies on the sub- 
ject of cost of equity capital included 
data relating to the complainant, the 
American Company, five Bell System 
telephone operating companies,? and 
Moody’s 24 public utilities. Several 
essential relationships were developed 
in these studies, the first two of which 
are the dividends-price ratio and the 
earnings-price ratio. The first men- 
tioned ratio represents the yield re- 
ceived by the investor at the market 
price of the stock, while the earnings- 
price ratio relates earnings to market 
price. Data covering the years 1929 
to 1952 (1929 to 1951 on earnings- 
price ratios ) for the companies used by 
Dr. Thatcher show average ratios for 
that period as follows: 


Dividends- Earnings- 
Price Ratio Price Ratio 
Mountain States Teleph. 
& Teleg. Co. ...... 5.75% 5.56% 
American 
Teleg. Co. 6.64 
Five Bell System tele- 
phone companies .... 5.59 5.88 
Moody’s 24 utilities .. 5.65 6.69 


Similar dividends-price ratios for 
the one year 1952 are somewhat higher 
for the complainant and the five tele- 
phone companies, but lower for Ameri- 
can Company and Moody’s 24 utilities. 
The average earnings-price ratios for 
the six years 1946 through 1951 are 





3 New England Teleph. & Teleg. Co., Moun- 
tain States Teleph. & Teleg. Co., Pacific 
Teleph. & Teleg. Co., Southern New England 
Teleph. Co., and Cincinnati & Suburban Bell 


Teleph. Co. The American Company owns a 
controlling interest in the stocks of the first 
three companies but less than one-third of 
the capital stock of the other two. 
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higher (with the exception of Ameri- 
can Company) than for the period 
shown above, being 5.86, 6.53, 6.66, 
and 7.68 per cent, respectively, for the 
same companies. 

Dr. Thatcher concludes from his 
study that under existing market con- 
ditions a dividends-price ratio of 6.0 
per cent and an earnings-price ratio of 
7.5 per cent are sufficient to attract 
capital. There is some indication that 
investors are buying utility stocks 
largely on the basis of dividends, and 
for this reason Dr. Thatcher believes 
more reliance should be placed upon 
the dividends-price ratio than on the 
earnings-price ratio. The use of a 
dividends-price ratio developed from 
the above data would not be proper, 
however, without a determination of a 
fair pay-out ratio. This brings us to 
Dr. Thatcher’s third essential relation- 
ship. 


Sound business practice dictates 
that a continuing corporation should 
not pay out all of its earnings in divi- 


dends. The retention of part of the 
earnings in the business provides pro- 
tection for future dividends and for 
unforeseen contingencies. Retained 
earnings also provide capital to the 
company. The data submitted by Dr. 
Thatcher show that over the period 
1920 to 1951 the complainant has paid 
in dividends approximately 95 per cent 
of its net increment in surplus (net in- 
come for each year adjusted for direct 
surplus charges or credits). Compa- 
rable information for the American 
Company shows that during the years 
1928 to 1951 the dividends paid by 
that company averaged 96.40 per cent 
of its net increment in surplus. Data 
as to direct surplus charges or credits 
were not readily available for the 
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American Company for years prior to 
1928. However, over the entire period 
of 1920 to 1951, the American Com- 
pany’s dividends averaged 88.39 per 
cent of its current earnings. The elec- 
tric industry (all Class A and Class B 
companies) with a substantially high- 
er debt ratio has had an average divi- 
dend pay-out (on both preferred and 
common stock) of 92.1 per cent of the 
net increment in surplus over the years 
1937 to 1951. 

Dr. Thatcher is of the opinion that 
the company’s earnings should be 
sufficient to enable it to increase its 
surplus at a more rapid rate than in 
recent years. It is his conclusion, 
therefore, that a pay-out ratio of 80 
per cent to be applied to his dividends- 
price ratio would be reasonable in de- 
termining the over-all cost of capital to 
the company. 

When a large issue of stock is placed 
on the market there is a tendency for 
the price to become depressed below 
what might be called the theoretical 
price of the stock. This effect is com- 
monly referred to as “pressure.” A 
corporation which sells stock also in- 
curs certain necessary expenses in 
connection with the issue. Factual 
studies conducted or reviewed by Dr. 
Thatcher indicate that the combined 
effect of pressure and corporate financ- 
ing of recent Bell System stock issues 
and of 13 electric offers through rights 
in 1951 did not exceed 6 per cent. He 
recommends, however, an allowance of 
10 per cent for these factors in arriv- 
ing at the reasonable cost of equity 
capital. 

Dr. Thatcher’s conclusion is that 
8.35 per cent represents a reasonable 
cost of equity capital to the complain- 
ant. This figure is the result of apply- 
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ing a pay-out ratio of 80 per cent to 
a dividends-price ratio of 6 per cent to 
obtain a hypothetical earnings-price 
ratio of 7.5 per cent. An allowance of 
10 per cent for pressure and corporate 
financing increases the 7.5 per cent 
figure to 8.33 which was rounded to 
8.35 per cent. This opinion of the cost 
of equity capital is predicated upon a 
hypothetical capital structure of 40 
per cent debt and 60 per cent equity. 

As a further test of the reasonable- 
ness of 8.35 per cent as the cost of 
equity capital Dr. Thatcher presented 
information on the conversion of de- 
bentures of American Company. Dur- 
ing the period from 1948 to Septem- 
ber, 1952, the American Company 
increased its equity capital through 
conversion of debentures by $1,712,- 
728,000. Reduced to a share basis this 
represents a price of $136.81 per share 
of stock, and a yield of 6.58 per cent 
based upon a $9 dividend. The earn- 
ings-price ratio on a hypothetical pay- 
out of 80 per cent would be 8.23, which 
figure is slightly lower than the 8.35 
adopted by the witness. 

As a final step Dr. Thatcher gave 
the proper weighting of the cost of 
each type of capital on a hypothetical 
capital structure of 40 per cent debt 
and 60 per cent equity to arrive at a 
recommended rate of return. His final 
conclusion is that a rate of return in 
the range of 6 to 6.25 per cent on a net 
investment rate base would be reason- 
able. 


Mr. Kelly submitted an exhibit de- 
signed to show the percentage of earn- 
ings that would be retained at various 
dividend rates, based upon a 40 per 
cent debt ratio. This exhibit shows 
that at a rate of return of 6 per cent 
and a dividend of $6.50 the retained 


earnings would be approximately 24 
per cent. On the basis of a $7 divi- 
dend 18 per cent of earnings would be 
retained. At the same dividend rates 
and a rate of return of 6.25 per cent the 
percentage of earnings retained would 
be approximately 27 and 22, respec- 
tively. 

After full consideration of all the 
evidence on the subject of rate of re- 
turn the commission finds that if the 
company should earn a rate of return 
of approximately 6 per cent on a net 
investment rate base (heretofore de- 
scribed) the earnings would be fair 
and reasonable. 

8. The company’s evidence on the 
subject of earnings requirements em- 
phasized the impact of the inflation 
that has occurred since World War II 
upon investments in telephone equity 
securities. This problem received 
careful consideration in our decision 
in Case No. 3833, dated April 10, 
1953, 99 PUR NS 1, in which we con- 
cluded our discussion of the matter 
with the following statements: 


“Under the theory advanced the 
applicant would have this commission 
provide protection against inflation for 
a particular class of people, the tele- 
phone equity holder. Mr. Martindell 
points to certain classes, particularly 
the farmers and labor, which, by rea- 
son of acts of the Congress have been 
accorded some protection from the in- 
flationary trend. Inflation is a nation- 
al problem and a serious one. We do 
not think the solution of the problem is 
in the creation of further classes. Cer- 
tainly those who buy telephone service 
are entitled to the same basic consid- 
eration as any other group. Nor do 
we believe it was the intention of the 
legislature in writing the public utili- 
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ties act to empower or require this 
commission to take action that would 
make utility stockholders free from the 
impact of the economic forces at work 
in this country.” (99 PUR NS at p. 
8.) 

We are fully aware of the serious- 
ness of the inflation experienced in re- 
cent years. One need not be expertly 
trained in economics to understand its 
impact. And we have been conscious 
of the problem in our consideration of 
the present case. While we have not 
followed the recommendations of com- 
pany witnesses to give specific recogni- 
tion to certain aspects of inflation we 
would like to point out some facts that 
otherwise might escape attention. 

[5] The company’s witnesses urged 
the commission to make allowance in 
the annual depreciation charge to re- 
flect the “consumption of real capital 
devoted to the business which is not 


covered by conventional depreciation 
charges based on recorded dollar cost.” 
The Uniform System of Accounts 
provides that depreciation expense 
shall be calculated on original cost of 


the depreciable plant. Present tax 
laws also provide for the use of the 
same basis for tax purposes. We do 
not feel justified in departing from cost 
as a basis for depreciation charges 
under existing tax laws. The evidence 
indicates that approximately two- 
thirds of the net book value of tele- 
phone plant in service in Utah at this 
time represents dollars expended for 
plant installed since 1945. It follows 
that a substantial part of the annual 
depreciation expense is calculated on 
invested dollars of postwar purchasing 
power. 

The current charges to the operating 
expense accounts of the company are 
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measured by dollars of present-day 
purchasing power. It will be seen at 
a later point in the discussion that all 
known increases in the level of expens- 
es such as wages have been taken into 
account in arriving at the increased 
revenues to be authorized. 

[6] 9. The complainant has been 
before this commission on four previ- 
ous occasions since the close of World 
War II for upward revisions of its 
Utah rates. Increased rates were 
granted in three of these proceedings. 
The evidence shows, however, that 
during the intervening years the com- 
pany has not earned the rate of return 
found by the commission to be fair 
and reasonable in those cases. The 
company attributes its failure to earn 
the allowable return to the fact that in 
these former proceedings the commis- 
sion predicated its findings on a past 
test period at a time when large 
amounts of money were being invested 
in plant at the prevailing high prices. 
The process of diminution of the rate 
of return is referred to by the company 
as “attrition.” 

The basic concept of attrition is that 
as additional plant is added at higher 
cost than the average of the then exist- 
ing plant, earnings will decline, be- 
cause it is assumed that the revenue 
will be no greater from the new units 
added and increased depreciation and 
ad valorem taxes based on the in- 
creased unit investment will reduce net 
earnings. 

During the period January 1, 1946, 
to June 30, 1953, the company expend- 
ed in excess of $35,000,000 in the con- 
struction of telephone plant in the state 
of Utah. The net additions to plant 
(gross additions less plant retired) 
amounted to approximately $26,000,- 
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000. The gross construction program 
in 1953 will amount to some $8,000,- 
000 and the estimate for 1954 is $10,- 
000,000. 

The huge expansion program in re- 
cent years is the result of an unprece- 
dented demand for telephone service. 
This demand is evidenced by the fact 
that the number of telephones in serv- 
ice in Utah increased from 81,974 at 
December 31, 1940, to 220,372 at 
June 30, 1953. From January 1, 1946, 
to June 30, 1953, there was a net gain 
of 105,977 telephones, an increase of 
92.6 per cent. 

It is interesting to note the effect of 
the construction expenditures on the 
average investment per telephone. An 
exhibit submitted by Mr. Kelly shows 
that at December 31, 1940, the aver- 
age investment (Account 100.1, Tele- 
phone Plant in Service) per telephone 
in the state of Utah was $200.59. This 
average declined each year to a low of 


$162.81 in 1946, but in subsequent 


years it has shown a continuous in- 


crease. At December 31, 1952, it 
stood at $200.27, practically the same 
figure as at December 31, 1940. The 
average had increased further to 
$206.64 at June 30, 1953. The aver- 
age investment per telephone for the 
company as a whole is higher than in 
Utah. At June 30, 1953, the company 
average was $244.99 compared with a 
figure of $208.70 at December 31, 
1940. During the intervening years 
the pattern followed the same general 
trend as that described for Utah. 

By relating the annual increase in 
number of telephones to the net in- 
crease in telephone plant in service 
some idea may be gained as to the ef- 
fect on construction costs of the post- 
war prices. Data for the state of Utah 


show that the average investment per 
telephone added during the past five 
years was as follows: 


All of the figures discussed above 
relate to total Utah investment in tele- 
phone plant. Under the separation 
procedures roughly 86 per cent of the 
total state investment is assigned to 
Utah intrastate. 

In its application in Case No. 3833, 
filed in August, 1952, the company 
represented that for each new tele- 
phone added in Utah approximately 
$290 in additional intrastate invest- 
ment was required, as contrasted with 
an average investment of $165 for all 
telephones in service. In Case No. 
3939 the company claimed that cur- 
rently the figure was $362, compared 
with an average of $169 for existing 
telephones. 

It is apparent that the type of plant 
built during a given year has a pro- 
nounced effect upon the average in- 
vestment for each telephone added in 
that year. For example, if in one year 
the major construction covers central 
office buildings or toll circuits the 
average cost of each telephone would 
be high. In another year if the plant 
constructed consisted primarily of fa- 
cilities that would permit the installa- 
tion of a greater number of telephone 
instruments, such as exchange cable 
and additions to central office equip- 
ment, the average investment added 
for each telephone gained would be 
lower. 

The evidence on the subject of attri- 

2 PUR 3d 





UTAH PUBLIC SERVICE COMMISSION 


tion warrants a recognition of this 
factor in the determination of the reve- 
nue requirements of the company. 
There is some difficulty, however, in 
measuring accurately its effect on the 
earnings of the company and in finding 


an appropriate method to give recogni- . 


tion to it. A series of comparisons 
presented by the company of the rate 
of return earned in four overlapping 
twelve months’ periods from January 
1, 1951, to June 30, 1953, indicates 
that the average annual decline in rate 
of return due to attrition was .60 per 
cent. 

In our computations below of the 
revenue requirements we will make 
use of an average investment per tele- 
phone on a basis followed in the Lin- 
coln G. Kelly Company study in giving 
recognition to the effects of attrition. 
In the light of all the available data we 
believe the figure of $290 referred to 
above is a reasonable amount to use 
for this purpose. 

10. Comparisons of certain operat- 
ing figures covering the Utah business 
of the company deserve comment. An 
exhibit presented by Mr. Kelly shows 
a comparison of revenues and expens- 
es for the twelve months’ period ended 
June 30, 1952, and June 30, 1953, for 
Utah intrastate, Utah interstate, and 
total Utah operations. Intrastate 
revenues increased 9 per cent in the 
fiscal year ended June 30, 1953, over 
the previous fiscal year. Total intra- 
state operating expenses increased 12 
per cent. General salaries and expens- 
es show the most pronounced increase, 
the figure being in excess of 30 per 
cent. In view of the fact that 65 per 
cent of the telephones in Utah are 
served by dial equipment it seems rea- 
sonable to assume that traffic expenses 
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(which consist largely of operators’ 
wages) assigned to intrastate opera- 
tions on a usage basis would fluctuate 
in a close proportion to the volume of 
intrastate toll business. Traffic ex- 
penses, however, were higher by 14 
per cent even though toll service reve- 
nues increased only 6 per cent. Relief 
and pensions expense shows an in- 
crease of 17 per cent. In all function- 
al groups of expense the increase, per- 
centagewise, exceeded the increase in 
revenues. Net operating revenues de- 
creased 1.5 per cent. By comparison 
interstate toll service revenues allo- 
cated to Utah under the Division of 
Revenue Contracts with the American 
Company increased approximately 19 
per cent while traffic expenses assigned 
to the interstate business increased 14 
per cent. 

A comparison of operating results 
for the six months ended December 31, 
1952, with the six months ended June 
30, 1953, produces even more pro- 
nounced differences. Total intrastate 
operating revenues increased 1.5 per 
cent compared with an increase of 1.9 
per cent in interstate revenues. Total 
intrastate operating expenses increased 
3.9 per cent while interstate expenses 
declined 4.6 per cent. The effect on 
net operating revenues was a decrease 
of 6 per cent in intrastate but an in- 
crease of 29 per cent in interstate busi- 
ness. 

The company’s primary explanation 
of the six months’ comparisons re- 
ferred to above is that seasonal vari- 
ations account for the apparent irreg- 
ularities. Even so, there seems to be 
some justification for questioning the 
reasonableness of the intrastate alloca- 
tions of expenses under the separation 
procedures prescribed in the manual. 
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At this point it seems appropriate 
to refer to the results of operations 
over the past five years. The follow- 
ing figures show the ratio of net oper- 
ating income to average net telephone 
plant for Utah intrastate and total 
company operations, and also the aver- 
age for the associated companies of the 
Bell System: 


Utah Total Associated 
Intrastate Company Companies 
5.79% 4.7% 
49 48 
5.4 6.2 
4.6 5.8 


Se 6.0 
Average of 
Annual Ratios 5.5 5.2 55 


While the above ratios standing 
alone are not determinative of whether 
the returns earned were adequate, still 
they do indicate that over the 5-year 
period the Utah intrastate operations 
have compared very favorably with 


the total company and with the Bell 
System. 

In our findings in Case No. 3833 
supra, 99 PUR NS at p. 11, we com- 
mented as follows: ‘The evidence in 
this case shows that the gross revenue 
of the applicant compares very well 
with the gross revenue of other Bell 
System Companies. However, Moun- 
tain States Company has been unable 
to ‘carry down’ an adequate amount 
of the total revenue ‘below the line’ to 
meet fixed charges and a comparable 
return to equity capital. In other 
words, although the applicant’s total 
revenue is good, it does not carry 
down as large a percentage of that 
revenue to apply to fixed charges and 
return on equity as do some of the 
other Bell System Companies.” 

Since then the situation has become 
more aggravated. There has been a 


serious deterioration in the company’s 
earnings from Utah intrastate opera- 
tions in 1953. Expenses have mount- 
ed at an alarming rate. In explanation 
of this situation, the company attrib- 
utes increased wages and expenses in- 
cident to the construction program as 
fundamental factors. It is evident that 
other factors, particularly organiza- 
tional in nature, also contributed to 
this condition. General and adminis- 
trative expense increases have contrib- 
uted substantially to the decrease in 
earnings particularly since the reor- 
ganization affecting officers and super- 
visory personnel in the latter part of 
1952. 

The commission is of the opinion 
that reduction in expenses per service 
unit should and must be made. A con- 
tinuation of the expense trend in 1953 
in relation to prior years would require 
prohibitive rates to maintain reason- 
able earnings in the future. 

11. The evidence is conclusive that 
the company’s Utah intrastate earn- 
ings should be improved. Our meth- 
od of determining the amount of 
increased revenues needed will be 
somewhat of a departure from past 
practice. In view of the fact, however, 
that increases granted in past proceed- 
ings have failed to produce the rate of 
return found to be reasonable we think 
the method adopted is fair. As a start- 
ing point the operating results for the 
twelve months ended June 30, 1953, 
will be employed. 

As stated at an earlier point in this 
report the company’s net operating 
earnings for the twelve months ended 
June 30, 1953, amounted to $1,320,- 
819. This figure was reduced by 
$66,001 to give effect to the current 
level of operations, including a wage 
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increase in August, 1953, and the oth- 
er adjustments noted. Thus we have 
an adjusted net operating earnings fig- 
ure of $1,254,818 for the period. 
[7,8] The company urged the 
commission to include telephone plant 
under construction and an allowance 
for cash working capital in the rate 
base. In the past we have excluded 
these two elements from the rate base. 
We believe the result reached below 
meets the statutory standard of “just 
and reasonable’’* without the inclusion 
of these two items in the rate base. 
It may be noted, also, that the rate 
base which excludes plant under con- 
struction and cash working capital ex- 
ceeds the capital obligations assignable 
to Utah intrastate operations. The 


average rate base for the twelve 
months ended with June, 1953, is 
$28,546,280, and the rate of return 
earned during those twelve months 


was 4.40 per cent, based upon the ad- 
justed earnings of $1,254,818. 

[9] We found above that a rate of 
return of approximately 6 per cent on 
a net investment rate base calculated 
in accordance with our usual practice 
will produce fair and reasonable earn- 
ings. The problem is to set rates that 
will permit the company to earn such a 
return. Rates are made for the future. 
On the basis of past experience it 
would appear that if we base our de- 
termination of the necessary improve- 
ment in revenues strictly on the results 
of operations and rate base covering a 
past period, the required return will 
not be earned in the future if the ex- 
tensive construction program currently 
in progress and projected for the next 
year is carried out in accordance with 

4 Hope Case, supra, 320 US 591, 602, 88 L 
ed 333, 51 PUR NS 193, 200, 64 S Ct 281. 
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the company’s plan as submitted at the 
hearing. The large expenditures for 
new plant form a vital part of the 
whole problem. 

In view of the announced construc- 
tion program we have concluded to 
compute the return at 6.50 per cent, 
and project the rate base and operat- 
ing earnings forward to December 31, 
1953. By such procedure we believe 
the company should be able to earn 
the rate of return (approximately 6 
per cent) hereinabove found to be just 
and reasonable. It is to be strictly 
understood that in using a rate of 6.50 
per cent at this time we do not find 
that the company is entitled to earn- 
ings of that magnitude. 

A rate of return of 6.50 per cent ap- 
plied to a rate base of $28,546,280 re- 
sults in earnings of $1,855,508. Com- 
pared with the adjusted earnings of 
$1,254,818 for the twelve months end- 
ed June 30, 1953, the deficiency in 
earnings amounts to $600,690. 

The evidence indicates that the 
Utah intrastate rate base will be $32,- 
545,000 at December 31, 1953. That 
date is but days away. This repre- 
sents an increase of $3,998,720 over 
the average rate base for the fiscal year 
ended June 30, 1953. The average 
number of telephones in service dur- 
ing the twelve months ended with 
June, 1953, was 214,438. It is esti- 
mated that the number at December 
31, 1953, will be 226,500, an increase 
of 12,062 over our base period. 

The subject of the higher invest- 
ment per telephone added at today’s 
prices was discussed above. We there 
found that $290 was a reasonable fig- 
ure to use as the average cost of plant 
associated with each new telephone, 
compared with an average of $165 for 
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existing telephones. The difference 
of $125 multiplied by the gain in tele- 
phones of 12,062 produces a figure of 
$1,507,750. This amount represents 
the aggregate additional cost of reve- 
nue-producing facilities added over the 
average cost of units in service during 
the test period and therefore requires 
separate provision in the calculation of 
revenue requirements. A return of 
6.50 per cent on this amount equals 
$98,004. 

On the balance of the estimated in- 
crease in the rate base to December 31, 
1953, of $2,490,970 ($3,998,720 less 
$1,507,750), it is assumed that the 
company will earn the test period rate 
of return of 4.4 per cent, or $109,603. 
At 6.50 per cent the return on $2,- 
490,970 would be $161,913, hence the 
deficiency in return on this part of the 
rate base is $52,310. 

The figures up to this point do not 
give effect to the depreciation expense 
and ad valorem taxes on the increased 
investment of $1,507,750. This added 
expense less the associated income 
taxes amounts to $33,020.5 

The results of the above steps may 
be summarized as follows: 

Deficiency in return on rate base for 

12 months ended June 30, 1953 ... $600,690 

Return on increased investment of 
$1,507,750 

Deficiency in return on investment of 
$2,490,970 

Depreciation and ad valorem taxes 
(net) on increased investment of 


$1,507,750 


Total deficiency in return 


52,310 


33,020 
$784,024 


_ 5 The computation as applied to the increased 
investment is as follows: 

Depreciation on increased investment .. 3.13% 
Ad valorem taxes 1.49 





Less income taxes at 52.70% 


Depreciation _and ad valorem taxes 
(net after income taxes) 


[10] The impact of Federal income 
taxes on necessary increases in the 
rates of public utilities has been em- 
phasized on numerous occasions by 
this commission. Federal income 
taxes must be treated as an expense in 
arriving at net operating earnings. At 
the present tax rate of 52 per cent® 
the company must collect in excess of 
$2 from its customers to improve its 
earnings by one dollar. A small part 
of the increased revenues must go to 
pay certain other taxes such as the 
Utah franchise tax and also the fees 
due the American Company under the 
License Contract. After payment of 
the added taxes and fees the company 
can retain only $46.70 of each $100 
of increased revenues. 

The application of the factor of 
.4670 to the deficiency in return of 
$784,024 shown above produces the 
required increase in gross revenues. 
The figure is $1,678,852. 


Conclusions 


As long as there is an unsatisfied 
demand for telephone service it is clear 
that the company has a statutory duty 
to provide the plant to furnish such 
service. Money must be secured from 
investors to pay for the added plant, 
and the company is entitled to a fair 
return on funds so invested. We be- 
lieve the first concern of a telephone 
subscriber is that the service must be 
first class. Adequate plant is a pre- 
requisite to good service. As we con- 
ceive our primary duty it is to take the 
steps necessary to permit a utility to 
render the service reasonably required 
by its customers at the lowest rates 





6 The present tax law provides that the rate 
shall be reduced to 47 per cent for taxable 
years beginning after March 31, 1954. 
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consistent with the financial health of 
the company which provides the serv- 
ice. This contemplates that the man- 
agement of the utility will be prudent 
and that the interests of the customers 
will receive the same consideration as 
the stockholders. It would not be in 
the public interest if the agencies pro- 
viding our public utility services were 
not kept in a sound condition finan- 
cially. 

The company’s construction pro- 
gram is designed, in part, to provide 
service to those who have been unable 
to secure a telephone because of inade- 
quate facilities, and to enable existing 
subscribers to obtain a better grade of 
service. The program also contem- 


plates the conversion of certain ex- 
changes from manual to dial opera- 
The two largest areas included 


tion. 


in this category are Provo-Orem- 
Springville and Murray. In arriving 
at the increased revenues to be author- 
ized in the present proceeding the ne- 
cessity for the company to proceed 
with the construction program as out- 
lined in the hearing has been a domi- 
nant factor in our deliberations. It 
will be expected, therefore, that the 
company will proceed with the pro- 
gram according to schedule. 

Based upon the foregoing the com- 
mission concludes that the company 
should be authorized to increase its 
Utah intrastate telephone rates to a 
level that will provide it with not in 
excess of $1,678,852 in additional 
gross revenue when related to the esti- 
mated number of telephones at Decem- 
ber 31, 1953. 
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RE NORTHWESTERN BELL TELEPH. CO. 


NORTH DAKOTA PUBLIC SERVICE COMMISSION 


Re Northwestern Bell Telephone 
Company 


“Case No. 5092 
December 30, 1953 


A PPLICATION by telephone company for authority to increase 


rates; application granted. 


Apportionment, § 7 — Telephone separations — Interstate and intrastate operations. 
1. A telephone company’s allocation of plant, equipment, and costs between 
intrastate and interstate operations, based on the separations procedure 
set up by the NARUC and the Federal Communications Commission, was 


found to be reasonable, p. 95. 


Valuation, § 299.1 — Working capital — Tax accruals. 
2. Tax accruals were excluded from the working capital allowance of a 


telephone company, p. 95. 


Expenses, § 114 — Federal income tax — Consolidated return uith parent com- 


pany — Telephone company. 


3. A telephone company’s income tax was adjusted to reflect savings realized 
by filing a consolidated return with a parent company, p. 95. 


Expenses, § 114 — Income tax — Proposed reduction. 
4. A proposed reduction in federal income taxes was disregarded as being 
extremely unlikely in determining a telephone company’s operating expense, 


p. 95. 
Return, $111 — Telephone company. 


5. Telephone rates yielding a return of less than 44 per cent were con- 
sidered inadequate to yield a fair return on money prudently invested, p. 


95. 


(Cart, Commissioner, dissents in part.) 


By the Commission: Northwest- 
ern Bell Telephone Company, herein- 
after called the “company,” filed a 
complaint with this commission on the 
18th day of September, 1953, alleging 
that its present rates and charges for 
telephone service furnished by it with- 
in the state of North Dakota are in- 
sufficient, unjust, and unreasonable 
and requesting this commission to 


establish in lieu thereof just and rea- 
sonable rates and charges for such 
service. The complaint was docketed 
as Case No. 5092. Hearing on the 
complaint was set for October 27, 
1953, in the hearing rooms of the 
state capitol at Bismarck, North Da- 
kota, and on September 22, 1953, no- 
tices of the hearing’ were mailed by 
the commission to the mayor or village 
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clerk of every community served by the 
company and to the newspapers gener- 
ally throughout the state. Pursuant to 
such notice, hearing was held on Octo- 
ber 27 and 28, 1953, at which time the 
following appearances were made: 

William R. Pearce, Bismarck, and 
Harris A. Poley, Omaha, Nebraska, 
appearing for the Northwestern Bell 
Telephone Company; R. W. Wheeler, 
Bismarck, appearing as Commerce 
Counsel for the North Dakota Public 
Service Commission ; Donald McDiar- 
mid and Roy J. Schaan, Balta, ap- 
pearing for subscribers on the Balta 
Line. 

The organization of the company 
and its membership in the Bell Tele- 
phone System is adequately described 
in our order in Case No. 4772; there 
appears to be no reason to repeat that 
detailed description here. 

The hearing held on the instant 
complaint was the third hearing in 
which we have considered the ade- 
quacy of the company’s North Dakota 
intrastate earnings since 1950. On 
March 1, 1952, the company effected 
increases in its rates pursuant to our 
order in Case No. 4772 which, it was 
believed, would allow the company to 
earn a reasonable return on its intra- 
state investment. The reasonableness 
of the return so produced was exam- 
ined by this commission at a public 
hearing on October 9, 1952, less than 
a year after the rates became effective, 
upon the company’s petition for addi- 
tional increases in rates. In that Case, 
No. 4934, this commission realized 
that additional rate increases were nec- 
essary to allow the company to earn a 
reasonable return on its North Dakota 
operations. The new increases be- 
came effective March 1, 1953. On 
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September 18, 1953, the company felt 
compelled to file a petition seeking still 
further increases in its rates and 
charges. 

The recent rate increases above re- 
ferred to were limited to amounts 
deemed minimum by this commission. 
The increase effected March 1, 1952, 
was limited to business and toll rates 
of the company; the increase effected 
March 1, 1953, was limited to ex- 
change service rates. In each case, 
however, the company has failed to 
earn the return which the increases 
were designed to produce. Indeed, 
none of the increases produced a re- 
turn which this commission could 
conscientiously find to be reasonable. 
This commission, however, could 
hardly accurately predict the extent or 
the limits of the inflation with its spi- 
raling costs which has caused contin- 
ued deterioration of the company’s net 
revenues. 


In previous cases involving the in- 
trastate rates of the company in this 
state, this commission has approved 
the company’s license contract pay- 
ments to American Telephone and 
Telegraph Company, the prices it pays 
for supplies and equipment purchased 
from the affiliated Western Electric 
Company, and the company’s pension 
accrual plan. At the hearing, the com- 
pany submitted evidence on its current 
license contract payments and the costs 
incurred by A.T.&T. Company in sup- 
plying services to it under the contract. 
The evidence also compares Western 
Electric prices with those of other sup- 
pliers of similar equipment and sets 
forth the profits realized by that com- 
pany on its business with affiliated 
operating companies. The company 
also submitted the details of its pen- 
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sion plan to support the pension ex- 
pense shown on its books and records. 

The company also placed in evidence 
exhibits showing the current operat- 
ing level of its intrastate operations 
and of its net investment for the an- 
nual period ending June 30, 1953, for 
the year ending December 31, 1953, 
and estimations for the period ending 
December 31, 1954. 

From the evidence of record, the 
commission makes the following: 


Findings of Fact 

[1-5] (1) That the company’s li- 
cense contract payments, Western 
Electric prices, and the company’s pen- 
sion expense are reasonable. 

(2) That the separation procedures 
employed by the company to allocate 
plant, equipment, and costs between 
intrastate and interstate operations are 
those adopted and promulgated by the 
National Association of Railroad and 
Utilities Commissioners and the Fed- 
eral Communication Commission and 
are fair and reasonable. 

(3) That the company, after two 
months of bargaining with the union 
representing its employees, granted a 
wage increase which increased its in- 
trastate operating costs approximately 
$200,000 annually. 

(4) That the company has sustained 
increased operating costs in the past 
year in the form of higher property 
taxes and higher depreciation expense. 

(5) That an allowance of cash 
working capital in the rate base of 
$225,000, as developed by the com- 
mission’s staff, recognizes the com- 
pany’s employment of tax accruals as 
working capital and properly includes 
only that amount furnished by invest- 
ors. 


(6) That American Telephone and 
Telegraph Company computes and 
pays its federal net income tax on a 
consolidated Bell System basis which 
reduces the tax liability of the system; 
that it is therefore proper to reduce the 
company’s recorded federal income tax 
to reflect the benefit accruing to it as 
a member of the Bell System in the 
amount of $16,921. 

(7) That a reduction of the current 
federal corporate income tax of 52 per 
cent to 47 per cent, as scheduled under 
present statutes to occur on April 1, 
1954, is extremely unlikely and may be 
disregarded in this proceeding. 

(8) That the company’s capital 
costs have increased approximately 
.5 per cent during the past year. 

(9) That the present intrastate rates 
and charges of the company will pro- 
duce earnings of less than 44 per cent, 
measured by the June 30, 1953, rate 
base of $19,976,149. This is com- 
puted by annualizing on a pro forma 
basis the company’s actual operating 
results for the 12-month period ending 
June 30, 1953. 

(10) That the company’s net intra- 
state investment in North Dakota as 
of December 31, 1953, is as follows: 


Book cost of plant and equip- 
ment 


= $25,633,471.00 
Less: Depreciation reserve ... 


5,250,401.00 


$20,383,070.00 


Materials and supplies 328,108.00 
Cash working capital 225,000.00 


Net intrastate investment .. $20,936,178.00 


Net book cost 


(11) That the company’s intrastate 
operations in North Dakota for the 
year ending December 31, 1953, ad- 
justed to reflect current rate and ex- 
pense levels, would produce net earn- 
ings of $897,093. 
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Conclusions of Law 


(1) That Northwestern Bell Tele- 
phone Company is a telephone utility 
furnishing communication _ service 
within the state of North Dakota 
whose rates and charges therefor are 
under the jurisdiction of this commis- 
sion ; 

(2) That the current rates and 
charges of the company are unjust and 
inadequate to yield a fair return on the 
money it has prudently invested in the 
state of North Dakota; 

(3) That the schedule of rates set 
forth in Appendix “A,” [omitted 
herein] hereto attached and made a 
part hereof, are just and reasonable. 


ORDER 


Now, therefore, it is ordered that 
Northwestern Bell Telephone Com- 
pany be, and hereby is, authorized : 

(1) To charge rates for local ex- 
change telephone service, as set forth in 
Appendix “A” hereof [omitted here- 
in], effective with regular bills for tele- 
phone service dated on and after Janu- 
ary 4, 1954. 

(2) To charge 10 cents for local 
messages from all public or semipub- 
lic telephones as soon after January 4, 
1954, as station equipment can be 
adapted for such charges. 

(3) To charge the average daily 


local message guarantee for semipub- 
lic telephone service as set forth in 
Appendix “A” hereof [omitted here- 
in], effective on and after the first 
regular billing date subsequent to 
January 4, 1954. 

(4) To charge rates for message toll 
telephone service, as set forth in Ap- 
pendix “A” hereof, effective after 
12:01 a.m., local standard time, Janu- 
ary 4, 1954. 

It is further ordered that local ex- 
change telephone rates, as set forth in 
Appendix “A” hereof [omitted here- 
in], shall not apply in manual magneto 
exchanges, provided that said local ex- 
change telephone rates shall become 
effective on the first regular billing 
after conversion of said exchanges to 
dial or common battery operation. 


Cart, Commissioner, dissenting in 
part: The rates prescribed in Appen- 
dix “A” hereof will produce additional 
gross revenues of approximately 
$227,000 more than is required in my 
opinion, to provide a reasonable rate 
of return to the company on its net 
intrastate investment as set forth in 
Finding No. 10 hereof. While I agree 
that a need for further rate increases 
has been shown, I cannot concur in 
paragraphs 1 and 4 of the order here- 
in. 
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DELTA-STAR Build a Complete line 


OF RUGGED, DEPENDABLE, GROUP-OPERATED 


OUTDOOR SWITCHES 


TO MEET EVERY REQUIREMENT 


VERTICAL BREAK 
HORIZONTAL CENTER BREAK 
HORIZONTAL SIDE BREAK 


Within the complete line of sturdy, 

reliable Delta-Star Outdoor Switches 

there is a design which will meet 

your requirements exactly and give 

years of trouble-free service. 

Delta-Star has long been known for 

its constant research and engineering 

development of high voltage switching 

equipment and the present line has 

won wide-spread acceptance and 

approval. High pressure contacts have heavy 

silver inlays and each design provides a high 

conductivity current path with a minimum 

of current interchange surfaces. Operating 

mechanisms are simple, strong and easy to install. 

Economy and service are inherent in every Delta-Star Outdoor 

Switch from 7.5 through 330 KV. and use has proved again that true 23 aren 
value is determined not by the initial investment but by the service Vertical Break 
rendered over the years. Air Switch 





WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 





H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 


DISTRICT OFFICES IN PRINCIPAL CITIES % co! 
Prrrseue? 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





NEW! Roomiest Cab! Wide, 3-man_ cab 


with easy-chair seat. 951 sq. in. windshield 
and best all-around visibility of any make. 


NEW! Sharpest Turning! s9°rumning angle, 


short wheelbase design for top manevuver- 
ability. Easiest handling trucks there are! 


NEW! V-8’s and Sixes! most powerful 


V-8’s in popular fleld—133 to 172 h.p. Plus 
famous Dodge Sixes. 7 engines in all. 


NEW! Low-Built Lines! Built low for better 


road stability, easier loading, ground-hugging 
good looks. Lower step for easier cab entry. 


ALL ADD UP TO 


_—— = =, 
-— 


v 


"A better deal 
for the man 
at the wheel 


See “Break The Bank” with Bert Parks on TV (ABC, Sundays). 

Hear “The Roy Rogers Show” on radio (NBC, Thursdays). 

See “Make Room For Daddy” with Danny Thomas on TV (ABC, Tuesdays 
Enter the Dodge 40th Anniversary All America Contest. See your dealet 



































Industrial Progress 


bn. Edison of N. Y. to Spend 
5,000,000 in Next Five Years 


HE Consolidated Edison Company 
New York, Inc., will spend ap- 
ximately $375,000,000 over the 
t five years for new construction 
f improvements to its properties, 
ording to the company’s annual 
ort. 

ast year the company spent $88,- 
),000 on expansion and has budg- 
1 $90,000,000 for the same purpose 
s year, according to Hudson R. 
bring, president. The principal op- 
ting event in the Edison system in 
53 occurred last fall when the first 
),000 kilowatt unit of the new As- 


ting capacity of this station may 
eed 1,000,000 kilowatts, Mr. Sear- 


said. 


gamo to Manufacture Power 
actor Correction Capacitors 


ANS to manufacture power factor 
rection capacitors were announced 
ently by the Sangamo Electric 
mpany, Springfield, Illinois. Al- 
ugh known in the electric utility 
d primarily as manufacturers of 
tthour meters, Sangamo has been 
the electronics capacitor business 
tinuously for the past thirty years. 
ey are now a major supplier of 
a, electrolytic, and paper capacitors 
he electronic industry and military 
ces and own and operate a capaci- 
plant in Marion, Illinois. 
. H. Lanphier, ‘executive vice 
sident of Sangamo, stated that 
ipplying equipment for the con- 
l of power factor capacitors, such 
our time switches and thermal 
ers has given us a good insight in 
application problems of our util- 
customers. Available engineering 
manufacturing facilities at our 


Marion plant, together with our desire 
to extend our range of services and 
products to the utility industry, makes 
our entry in this kindred field a logi- 
cal move.” 

Sangamo will handle sales through 
their utility sales organization at 
Springfield, while manufacture of the 
new capacitors will be at the Marion 
plant. Actual production is not ex- 
pected for about a year. 


Coast Counties Gas & Elec. 
Wins Advertising Award 


THE Coast Counties Gas and Flec- 
tric Company was awarded national 
recognition recently for the excellence 
of its advertising during the past year. 
At a luncheon held in the company’s 
honor at the St. Francis Hotel, San 
Francisco, officials of the Coast Coun- 
ties Gas and Electric Company and its 
advertising agency, The McCarty 
Company, were presented with plaques 
representing first prize nationally in 
the Local Outdoor Advertising 
Awards Contest, sponsored annually 
by the Outdoor Advertising Associa- 
tion of America, Inc., the national 
trade association of the outdoor ad- 
vertising industry. The firm’s adver- 
tising was selected for this honor from 
thousands of entries from all over the 
United States. C. Robert Leach, ac- 
count executive for Foster and Kleiser 
Company, presented the awards on be- 
half of the Association. 

The national first prize in the Con- 
tinuous Poster Advertising Campaign 
division of the competition was re- 
ceived on behalf of Coast Counties 
Gas and Electric Company by Richard 
L. Hayden, vice president. Sharing 
the honors awarded their firm were 
George Bowersox, regional manager, 
Louis Wollenberger, sales manager, 
and Clifford R. Hayden, regional sales 
manager. 

As the.creators of the utility’s prize 
winning “Go Modern—Use Gas” 


campaign, plaques were awarded to 
Willard Wilde, San Francisco man- 
ager, and Frank Johnson, account 
executive, representing the San Fran- 
cisco office of The McCarty Company. 


Central Vermont Public Service 
To Construct 43 Miles of Line 


CONSTRUCTION this year of a 
115,000 volt north-south electric trans- 
mission line connecting the former 
Public Electric Light Company area 
in northwestern Vermont with Cen- 
tral Vermont Public Service Corpora- 
tion’s 44,000 volt main transmission 
system was announced recently by 
President Albert A. Cree. 

This project involves 32 miles of 
115,000 volt line—the first such high 
voltage line in Vermont—and 11 
miles of 69,000 volt line, the highest 
present voltage in the state. 

The new line and related substation 
facilities at Middlebury, Essex Junc- 
tion and Milton will cost approxi- 
mately $935,000. 


(Continued on page 28) 








openings for 
PUBLIC UTILITY 


SYSTEMS & 
METHODS MEN 


Established New York engineer- 
ing and consulting firm has open- 
ings for men experienced in util- 
ity systems and methods. 


Applicants must be interested in 
training and development for 
work in the study, design and 
installation of ELECTRONIC 
DATA PROCESSING systems 
in accounting and related fields. 


Write giving experience, 
age, earnings, etc. 


ADDRESS BOX 415 


PUBLIC UTILITIES FORTNIGHTLY 
309 Munsey Bidg., Washington 4, D. C. 














INDUSTRIAL PROGRESS—( Continued) 


$147,000,000 Construction Program 
Proposed by Pennsylvania P. & L. 


PENNSYLVANIA Power and Light Company plans 
to spend $147,000,000 on construction in the next five 
years. The company has spent nearly $247,000,000 for 
expansion since 1946, 


New, Improved Intake-Exhaust Silencers 


TWO new series of silencers for quieting the noise pro- 
duced by air compressors, blowers, vacuum pumps and 
other machines expelling high velocity air to atmosphere 
have been developed by Burgess-Manning Engineers. 

To be known as the Series “CA” and “LCA,” they 
are designed for operation under moisture-free air con- 
ditions and for temperatures up to 200° F. Special sound 
absorbing material can be used for operation at con- 
siderably higher temperatures. 

The “CA” Series is available in pipe sizes up to 6 in., 
whereas the “LCA” Series is available in sizes larger 
than 6 in. 

These new developments complement the extensive 
line of silencers and snubbers of the Burgess-Manning 
Company, which range from small units slightly larger 
than the human hand up to giants measuring 75 feet 
in length. What is believed to be the largest Silencer 
ever built was designed recently by Burgess-Manning 
to silence the exhaust of a 5000 kw single cycle gas 
turbine generating unit installed at a mid-western utility 
company. It measures 74 feet long by 12 feet in diam- 
eter, and has an estimated weight of 70,000 pounds. 





ADDRESSING 
MACHINES 


offer you the only competition you can 
find in the Addressing Machine industry. 
Consult your yellow telephone book or 
write to The Elliott Addressing Machine 
Co., 144B Albany St., Cambridge 39, 
Mass. 








Literature is available and may be had by wrij 
directly to H. A. Dietrich, Burgess-Manning Comp, 
Libertyville, Illinois. 


Linemen's Rain Suits Described in Catalo, 
LIFE Guard rain suits and accessories for utility j 
men, outdoor service crews, highway crews, etc,, 
described in a catalog issued by John E. Dorsey (; 
pany, distributors. 

The suits are lightweight and guaranteed waterpr 
It is claimed that they never crack or deteriorate yj 
stored away and offer complete protection for as long 
10 years. 

The catalog may be obtained from John E. Do 
Company, 80 K street, Boston 27, Mass. 


Worthington Issues New Bulletin 
On Industrial Equipment 


A NEW bulletin on industrial equipment is being 
fered by Worthington Corporation. 

The bulletin contains information about special j 
tures, types, sizes and capacities of Worthington’s v 
ous product lines of industrial equipment, and descri 
the application of each of these lines in various ind 
tries. 

A number of illustrations show, as representaf 
samples, how Worthington products apply in diffe 
types of industry. 

For additional information or copies of this bulla 
specify Bulletin WP-1099-B61, and direct requests 
Advertising and Sales Promotion Department, Wo 
ington Corporation, Harrison, N. J. 


$105,570,000 Program Planned 
By Alabama Power 

THE Alabama Power Company plans to spend $10 
570,000 on expansion during the next two years. 
sum, added to the money spent in expansion since 19 
totals $326,000,000. The figure does not include $10 
000,000 for further development of the Coosa riv 

The construction program of $44,000,000 spent 
1953 was the greatest for any one year in the compan 
history. 


Pacific Gas & Electric Has 
$170,000,000 Program 


THE Pacific Gas and Electric Company spent $1) 
780,000 last year for new construction purposes, bog 
ing the total since the close of World War Il 
$1,174,370,000. 

New construction this year is expected to tt 


$170,000,000. 


New Insulated Terminal for Large Size Wir 
A NEW insulated terminal for users of heavy 4 
wire has been developed by Aircraft-Marine Produ 
Inc., 2100 Parton Street, Harrisburg, Pennsylvania. 

The manufacturer states that this new terminal kn 
as “Ampli-Bond” gives a positive and complete bm 
of the insulation to the terminal sleeve, insures unio 
insulation thickness under confined crimping pressut 
therefore transmits this pressure evenly to the cell 
of the crimp area. Insulation designed to extend 


(Continued on page 30) 





FOR CLEANER 
COOKING 


é é 
lumbia Gas System 


delivers a modern miracle uN 
24 Hours-A-Day! ss cement 


ROR CHEAPER _ 
NG -. DRYING ie 


Se 


FOR INSTANT 
HOT WATER. 


Se 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Centra! Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 








CUT HIGH LINE 
OPERATION COSTS 


In Rugged, Hard-To-Reach Areas 


Many power companies operating in rugged regions 
are finding they can noticeably reduce their high line 
servicing costs by equipping their Jeeps with KOENIG 
All-Steel Cabs. 


This ruggedly braced KOENIG Cab is of all-steel, weld- 
ed construction. Special top reinforcing will easily sup- 


port a platform to hold an average weight man and 
instruments for survey or repair work in hard to reach | 


regions. 


All KOENIG Cabs are insulated with air-spaced panel | 


board top lining for greater all-weather comfort. 


The KING Model R-100-J Front-Mount Winch Assem- 


bly on your utility Jeep helps get you in and out of 
otherwise inaccessible places, too, for fast emergency 


line service. Immediate delivery on cabs and winch as- | 


semblies from most Willys-Overland outlets. 


Hundreds of KING Front-Mount Winch Assemblies are 
in service on 14-21 ton public utility trucks engaged 
in cable stringing, setting equipment, and emergency 
repairing in rugged regions. Standard “factory-fit” in- 
stallations for all popular trucks. 


WRITE TODAY FOR FULL INFORMATION ON 
ALL-STEEL JEEP CAB AND WINCH 


ASSEMBLY 
g Phone CHarter 6039 


IRON WORKS 
2214 Washington Avenue . 











Houston 10, Texas | 


INDUSTRIAL PROGRESS 
(Continued) 


mum distance beyond terminal barrel, provides m 
mum permanent support and allows the use of large 
wire in restricted areas. Completely separate me 
ring grips wire insulation, prevents exposure of 
ductor during sharp bends and cable fatigue cause 
excessive flexing and vibration. This non-condy¢ 
ring forms a barrier to foreign objects coming ing 
tact with current carrying members. A tough viny| 
sulation is used that will withstand a minimum of 6 
volts, which is four times the military specification 
insulated terminals. 

Complete information and further details may be 
tained from the manufacturer. 


Oklahoma Gas & Electric to 
Spend $19,800,000 This Year 


OKLAHOMA Gas and Electric Company spent $1 
131,000 on construction in 1952 and $12,066,000 in 19 
The company has announced plans to step up its bu 
ing program to $19,800,000 this year. 

Major project is continuation of work on a new | 
000-kw generator, scheduled to go into service in 
summer of 1955, doubling the capacity of the Must 
power plant near Oklahoma City. Also scheduled 
this year is a 50-mile 154,000-volt transmission lin 
reinforce service to eastern Oklahoma and Arkang 


$231,000,000 Spent by 
Duke Power in 8 Years 


DUKE Power Company spent about $231,000,000 
plant additions in the eight years, 1946-53. About $ 
000,000 was spent in 1953. 

A new 250,000 kw generating unit was put into s¢ 
ice in the fall of 1953, while two units aggregat 
266,000 kw are scheduled for completion this year 
a 150,000 kw unit is under construction for use in I§ 


Long Island Lighting Has 
$46,000,000 Program 


LONG Island Lighting Company has reported expen 
tures of $49,258,000 for new facilities in 1953. Su 
expenditures since the end of World War Il 
amounted to $211,000,000. Further construction 0 
this year are estimated at $46,000,000. 


A-C Announces New Selling Technique 
For Feeder Regulators 


CONVINCED that there are many utilities not l 
aware of the potentialities of distribution type feed 
voltage regulators, Allis-Chalmers is bringing 2 ™ 
merchandising technique into the major electrical eq 
ment industry. Upon request, a JFR ( pole-type) 4 
tribution regulator will be delivered for 30-day ms 
tion without cost to any recognized distribution sys4 

“We are making this offer,” said G. W. Cloth 
manager, transformer section, “because we know the 
are a great many distribution systems that have not) 
investigated distribution type regulators. The best ™ 
we can prove the new pole-type regulators are 
equivalent of station regulators in construction 4 
service is to make it easy for the distribution engi 
to see for himself.” 

(Continued on page 32) 
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Achievements of Newport News personnel in 
designing and building water power equipment 
during the past thirty years reflect a high integra- 
tion of skill and production facilities. 


Answering demands for hydraulic turbines rated 
as high as 165,000 horsepower and as low as 


500 horsepower, this trained organization has 
successfully filled contracts with an aggregate 


NEWPORT NEW 


A 7,000,000 HP 
success Story 


Interior view of spiral casing at Norris Dam 
rated output in excess of 7,000,000 horsepower. 


Other essential equipment including penstocks, 
spiral casings, valves, pumps, gates and rack rakes 
are also designed and built by Newport News. 


An illustrated copy of our booklet entitled, 
“WATER POWER EQUIPMENT,” will be sent 
to you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 
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Keeps 4 Backfillers Busy 


IN OMAHA, NEBRASKA, the Metropoli- 
tan Utilities District keeps 4 CLEVE- 
LAND Backfillers busy on construc- 
tion jobs for gas, sewer and water lines. 


The photograph shows how easily the 
Model 80 Backfiller is operated by 
only one man. It also shows how the 
80, traveling parallel to the trench as 
it works, holds to an absolute mini- 
mum any interference with the high- 
way’s normal traffic capacity. 


The 80 is not only cleanly filling this 
good sized trench, it is also compact- 
ing it simultaneously with its tamper 
unit, a standard accessory feature of 
this versatile machine. The results it 
is obtaining clearly illustrate its 
ability to backfill fast and efficiently 


and at the same time do an outstand- 
ing job of compacting the fill. Travel- 
ing continuously as it performs both 
these operations, it conserves on man- 
power and eliminates the need for 
attendant equipment. 


In addition to backfilling and com- 
paction these Model 80’s do side crane 
work of all kinds, such as the han- 
dling and installation of cast iron, 
steel and concrete pipe, valves, etc. 


The repeated purchases of these 
machines by this municipal utilities 
body are evidence of the Model 80’s 
ability to deliver consistently satis- 
factory results through consistent, 
outstanding performance on a wide 
variety of job types and sizes. 


Write for descriptive literature and specifications, or get the 


full story on CLEVELANDS 


A \ ( 
\Wal / 
SN 


from your local distributor. 





INDUSTRIAL PROGRESS 
(Continued) 


New I-T-E System Analyze 
Feature High Accuracy, Sp, 


A NEW line of Power System | 
lyzers has just been announced 
the I-T-I Circuit Breaker Comp 
Philadelphia. According to the 
nouncement, utilities, consulting g 
neers, industrials, and univers 
will find this new equipment a vq 
ble aid in obtaining rapid, reli 
solutions to the complex problems 
sulting from the continued expan 
and interconnection § of — elect 
power systems. 

The 1-T-E System Analyaer j 
compact design using conventi 
60-cycle power supply. Equipmer 
characterized by many advanced j 
tures combined to give high accur 
speed of setup and operation, j 
low maintenance. 

For details, write to Switchgear 
vision, I-T-E Circuit Breaker ( 
pany, 19th and Hamilton str 
Philadelphia 30, Pa. 


Columbus & Southern Elec. 
Spend $23,114,275 in 1954 


COLUMBUS & Southern Ele 
Co., Columbus, Ohio, will spend 
114,275 during 1954 to increase 
expand its facilities, according t 
B. Poston, president. 

Of that sum, $10,180,100 wil 
spent for additions to the Picway 
Poston generating plants ; $5,231 
for transmission system impr 
ments in the company’s 22-county 
erating area ; $6,930,250 for dist 
tion improvements ; and $772,875 
general plant additions. Addition 
a fifth unit in the Picway genera 
plant and of the fourth unit at 
Poston plant will require most of 
$1,000,000 allocated for genera 
additions. 


A-C Releases New Feeder 
Voltage Regulator Bulletin 


ENGINEERING details of 4 
Chalmers transformer type &%§ 
feeder voltage regulators (1 
AFR) are described in a new 
page bulletin released by the « 
pany. 

The bulletin sets forth the at 
tages of unit-type construction, | 
of the exclusive features of 4 
regulators 750 kva and below. Itt 
why the unit’s shock-absorbing, (u! 
breaking tap-changing mechanisi 
built to withstand severe oper 
conditions without servicing. It 
plains how its “Feather-Toi 
automatic control and voltage ing 


(Continued on page 34) 





nt a val 
id, reli 





SEE HOW THIS 


SAVES TRIPS 
SAVES MONEY 











6 models with Service-Utility bodies. 77-inch body lengths for 115-inch wheelbase 
models, 89-inch lengths for 127-inch wheelbase models. GVW ratings, 4,200 to 6,500 Ibs. 


re is one of the best ideas for reducing expenses available as optional equipment. With Service- 
tt ever hit the service-trade and public utility fields Utility bodies you reduce mileage and wage costs 
INTERNATIONAL Trucks with Service-Utility bodies. caused by job-to-shop trips for needed items. 

ou save, first, with these advanced, efficient You save, third, because INTERNATIONAL engi- 
trucks because they speed up work. They have big neering and design—the same as that which has 
capacity, locking compartments that provide space made INTERNATIONAL the heavy-duty sales leader 
for tools, parts, and equipment, with built-in trays, for 22 straight years—gives you long truck life, 
shelves, and bins for orderly, convenient storage. lowest operating and maintenance costs. 
You save, second, because they take the work- It will pay you to check into the many advantages 
shop right to the job. Workmen have everything afforded by INTERNATIONAL Trucks with Service- 
they need—right with them—on every service call. Utility bodies. Time payments arranged. Get full de- 
Vise brackets, pipe supports and ladder racks are tails from your INTERNATIONAL Dealer or Branch. 


INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 


International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors... Motor Trucks... Industrial Power...Refrigerators and Freezers. 


——» Get the News! Alex Dreier “Man on the Go,” daily NBC Radio, sponsored by INTERNATIONAL Truck Dealers. 


INTERNATIONAL TRUCKS 


"Standard of the Highway” 


INDUSTRIAL PROGRESS—( Continued) 


tor gives simple and close control. 

Copies of “Allis-Chalmers Power 
Regulators,” O1B6056D, are avail- 
able on request from Allis-Chalmers 
Manufacturing Company, 965 S. 
70th street, Milwaukee, Wis. 


G-E Announces New 
Substation-Size Transformer 


A NEW substation-size transformer 
featuring a new cooling method, and 
reductions in weight and height has 
been announced by the General Elec- 
tric Company’s Distribution Trans- 
former Department, Pittsfield, Mass. 

The new cooling method utilizes 
chimney-type radiators instead of 
numerous tubes. G-FE engineers said 
the chimney construction allows a 
lower height design, and a reduction 
in weight, without any sacrifice in the 
electrical characteristics of the trans- 
former. Weight of the transformer 
has been reduced more than 6 per 
cent and height 2} feet or more than 
30 per cent. 

The unit has large smooth sur- 
faces instead of numerous smaller 
round surfaces, making it easier to 
paint. A reduction in the number of 
openings into the transformer tank 
adds to its strength and tightness. 


The new transformer is available 
in ratings of 250-kva, high voltage 
15,000 volts and below. Other ratings 
will be added in the future. 


Citizens Utilities Wins "Joshua" 
For Match Book Advertising 


CITIZENS Utilities | Company, 
Greenwich, Connecticut, has been 
awarded a bronze “Joshua” plaque 
for the most distinguished use of 
match book advertising in the utili- 
ties industry in 1953, Charles Furco- 
lowe, director of the Match Industry 
Information Bureau has announced. 
William J. Ierardi, executive assist- 
ant of Citizens Utilities, was respon- 
sible for the winning match book en- 
try. 

A panel of outstanding leaders in 
advertising selected the company’s 
match book as best in its field among 
the nearly 300,000 American business 
concerns which used the medium last 
year. 

Award certificates were voted by 
the judges to Howard H. Roth & 
Company — Public Utility Torestry, 
St. Petersburg, Florida ; Consolidated 
Edison Company of N. Y., Inc.; 
North State Telephone Co., High 











Electric Energy, Inc. 


March 30, 1954 





This announcement appears only as a matter of record 


Electric Energy, Inc. 


$65,000,000 
34% First Mortgage Sinking Fund Bonds 
Due June 1, 1982 


$30,000,000 
442% First Mortgage Sinking Fund Bonds 
Due December 1, 1979 


Pursuant to agreements dated October 29, 1952, and July 9, 1953, certain institutional inves- 
tors agreed to purchase, and have purchased in part, the above-described Bonds. In addition, 
arrangements were made with certain banks for interim credits aggregating $32,000,000. All 
the above financing was negotiated through the undersigned. 

was formed to generate and supply electric power to the Paducah 
project of the United States Atomic Energy Commission. It is owned by Union Electric 
Company of Missouri, Central Illinois Public Service Company, Illinois Power Company, 
Kentucky Utilities Company and Middle South Utilities, Inc. 


Kuhn, Loeb & Co. 

















Point, North Carolina; and Soy 
western Bell Telephone Co., St. Lo, 
Missouri. 


New Straight Line Strain Cla 
Offered by Brewer-Titchene, 


A NEW BTC straight line str 
clamp for use on A.C.S.R. and, 
aluminum conductor has been , 
nounced by The Brewer-Titche 
Corporation, Cortland, New York 
Primarily designed for use on ( 
tribution, light transmission and s 
station networks, this clamp has 
bore size range of 0.46-0.90”, hd 
ing all conductors within its bore s 
range incliding copper, all-aluminy 
18x 1 and other A.C.S.R. conduetg 
This short, lightweight 
strength clamp can be supplied \ 
either a drop-forged aluminum 
steel body and drop-forged 
keeper. The assembly may be sup) 
with a drop-forged socket adap 
Use of copper or aluminum liner 
recommended in steel clamps. 


Brookville Mfg. Producing 
All-Steel Insulated Building 


THE Brookville Manufacturing (1 
pany is now manufacturing ands 
plying all-steel fully-insulated st 
tures of a design similar to the li 
versal Buildings formerly produ 
and sold by Blaw-Knox Compan 
Pittsburgh, Pennsylvania, accori 
to an announcement by Paul L. fr 
ner, president of Brookville Ma 
facturing. The firm has also « 
pleted arrangements to meet the! 
ture servicing and expansion neeé 
users of existing Blaw-Knox |! 
versal Buildings. 

The arrangement between the 
companies, according to Mr. Eni 
will benefit users of existing Un 
sal Buildings by providing contin 
servicing of their structures, andé 
tension where desired. It should d 
prove of advantage, Mr. Erdner 
to Brookville’s customers, who \ 
have a source giving undivided 4 
tention to the prefabricated 
building field. 


National City Bank Appointme 
W. HOWARD MILLER has 4 


appointed an assistant vice presite 
of the National City Bank of N 
York, according to a recent annoult 
ment. | 

Mr. Miller will be associated W 
the Public Utilities unit of Natio! 
City’s Special Industrial Group. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tae American AppraisaAL Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 














BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








$7 Jord, Bacon & Davis 
SD) va verrons Engineers ertec3" 


REPORTS 





NEW YORK @ CHICAGO e LOS ANGELES 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 


88 CHESTNUT STREET, RIDGEWOOD, 

















N. J. 











GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK —LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 




































GILBERT ASSOCIATES, INC. 


GA ENGINEERS © CONSULTANTS © CONSTRUCTORS 
READING, PA. 


FOUNDED 1906 © PHILADELPHIA @ MANILA 


@ NEW YORK @ MEDELLIN 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


55 Liberty Street New York 5 











JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street @ CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 




















CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








Mention the FortNIGHTLY—It identifies your inquiry 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











She Kuuljian Gyoration 
ENGINEERS > CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST.» PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








TAXES 


RATES 
SAFETY al DD LE WEST FINANCE 


INSURANCE 


PENSIONS 
BUDGETING SERVICE ADVERTISING 


PERSONNEL co ACCOUNTING 
ENGINEERING SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND fr 5: SPECIALISTS IN 
OPERATING ENGINEERS \ 4 ACCOUNTING, FINANCING, RATES, 


PURCHASING E&Y INSURANCE AND DEPRECIATION 
CHICAGO 4, ILLINOIS 





231 SOUTH LA SALLE STREET 
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d F é Ph Complete Services for Gas 
Industry's {> 4 and Electric Utilities * Designing 
Partner + J.F. Pritchard & Co. ¢ Engineering ¢ Construction 
Alterations « Expansions 
for Progress Oy ‘naa eS re : aptueninniion haces Plans 
: — ¢ Piping ¢ Equipment * Steam 


Dept. 415, 210 W. 10th St., Kansas City 5, Mo. or Diesel Power Plants 





THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 














SANDERSON & PORTER & 


—— 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














a & 
Whitman, Requardt and Associates 

Publishers of the 35-year-old 

DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 

REPORTS — VALUATIONS Construction Cost Trends 

Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 





1304 ST. PAUL STREET 








Mention the FortnicHtLy—lI¢ identifies your inquiry 
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ALBRIGHT & FRIEL INC, 


Consulting Engineers 


Weter, Sewage and industriai Wastes Problems 
Airfields, Refuse Incinerators, Dams 
ae Plants, Flood Contre! 
ustrial Buildings 
City mentee poo Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 





LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—BRATES 


79 East Adams Street Chicago 8, Mlincis 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 
910 Electric Building Indianapolis Ind. 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaie St.. Cricaco 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 

for the GAS INDUSTRY 
CONSOLIDATED 


GAS AnD SERVICE CO. 
327 So. LaSalle St., Chicago 4, iL 


g 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Reperte—A 





ve 


Original Cost and Depreciation Studies 
Rate Analysee—insurance Surveys 








A. S. SCHULMAN ELEctTrRIc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGSLES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciatiow 
levestigations and Reports 


122 SoutH MicHicAN Avenue, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 


Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


309 Munsey Building 
Washington 4, D. C. 





Mention the FortNIGHTLY—It identifies your inquiry 
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OUTHERN’S 
“SPONSIBILITY 


Guarantees enduring satisfaction 
in all your coal transactions 
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my, 
of application asuiu lower steam costs to onery mdusiry 
OAL is POWER. It is a basic factor in low cost plant 


operation —a definitely measurable influence on the competitive 
position of your products in today's stubborn markets « Its day after 
day competence in efficiently satisfying your steam demands 

at minimum cost is your yardstick of fuel VALUE ¢ But this yardstick 
is reliable only in proportion to the RESPONSIBILITY of 

your supplier — his resources, his stability, his standards of quality, 
and his established record for living up to the obligations of 
proclaimed policies of service * That many of the nation’s 

leading industries and utilities depend on SOUTHERN for greatest 
measure of Value in their coal purchases, is convincing evidence 
of their faith in SOUTHERN's responsibility. 


YOU CAN RELY ON SOUTHERN’S ENGINEERED INDUSTRIAL COALS 


PLANT ENGINEERS 
PURCHASING AGENTS— vA G 
Send for this free book. Written by g HC. 


| Joseph Harrington of Southern’s en- ne 
GENERAL OFFICE: 333 NORTH MICHIGAN AVENUE * CHICAGO 1, ILLINOIS ce 


| gineering staff — noted authority on OFFICES IN: LOUISVILLE, MEMPHIS, NASHVILLE, ST. LOUIS 
: 4 Coal; its chemistry, preparation, and SINCLAIR COAL COMPANY, KANSAS CITY 5, MO., WESTERN REPRESENTATIVE 








The Western Precipitation (MP Un 


...uts advantages to 


PUBLIC UTILITIES 


= as most public utility power 
generating plants are located in or adjacent to metro- 
politan areas, the control and recovery of fly ash 
from stack gases is a particularly important problem. 
To assist power plants in solving this problem West- 
ern Precipitation pioneered, almost a half century 
ago, the first commercial application of the now- 
famous Cottrell Electrical Precipitator—and this type 
of equipment is still universally recognized as out- 
standing in its field. 


Some years later, Western Precipitation also 
pioneered the first small tube mechanical recovery 
equipment—the Multiclone Collector—to provide high 
recovery efficiency at low installation cost. 


And as a result of these years of firsthand 
experience in both electrical and mechanical recov- 
ery methods, Western Precipitation subsequently in- 
troduced the CMP unit—fly ash recovery equipment 
that combines in one integrated unit the advantages 
of both electrical and mechanical recovery principles 


¢ The CMP first passes the stack gases through a 
Multiclone section where the heavier fly ash particles 
are mechanically removed. 


© Then the partially-cleaned gases pass through a 
Cottrell section where the very fine fly ash particles 
are electrically recovered. 
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MULTICLONE # = COTTRELL 
SECTION I SECTION 


RESULT—by using a Multiclone section to 
move all but the finest particles, the bulk 
the recovery operation is performed wi 
relatively low-cost equipment. And using 
Cottrell for final clean-up insures unusual 
high recovery efficiency—approaching the 
retically perfect, if desired. Thus, very hi 
recovery efficiency is obtained at low install 
cost. 

With CMP equipment, even small ut 
ity companies can afford adequate fiy ash 
covery installations. But, large or small, 
vital factor in making an efficient CMP! 
stallation is obtaining the proper b: iance) 
tween the mechanical and electrica_sectio 
to fit the particular requirements 0 eachi 
dividual application. 

' This requires actual field ex erienc 
and no other organization can equ 
Precipitation’s years of first-hand « ‘ 

in both mechanical and electrica! 
methods... your assurance of max 
isfaction when you bring your fly 

lems to this long-established organ 


Western Precipitation Corpor 


DESIGNERS AND MANUFACTURERS OF EQUIPME 
COLLECTION OF SUSPENDED MATERIALS FROM GASES & 
Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CA ! 
Chrysler Bldg., New York 17 e 1 N. La Salle St. Bldg., Chicago 2 ¢ 1429 Peachtree St. \.E., 
Hobart Bldg., San Francisco 4 ¢ Precipitation Co. of Canada, Ltd., Dominion Sq. Bz. M 


Write for full details on Western 
Precipitation CMP equipment—or 
contact our office nearest you. 








